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INTRODUCTION 


A.  SCOPE  OF  THE  REPORT 


• INPUT'S  research  programmes  have  indicated  that  marketing  is  rapidly  be- 
coming a high-priority  concern  for  the  Information  Services  Industry  in 
Western  Europe. 

• INPUT  has  carried  out  this  particular  research  programme  as  a direct 
response. 

• The  programme  meets  the  need  for  establishing  the  extent  of  the  adoption  of 
marketing  methods  in  the  information  services  industry  and  the  need  for  a 
coherent  marketing  system  within  which  these  methods  can  be  applied. 

• One  of  the  principal  ideas  behind  this  report  is  the  belief  that  an  under- 
standing and  appreciation  of  fundamental  marketing  principles  can  lead  to  the 
more  effective  application  of  marketing  methods  and  thus  to  increased  sales 
and  profits,  particularly  when  the  marketing  principles  are  set  within  the 
context  of  real  experience  in  the  information  services  industry. 

• This  report  deals  only  with  the  Western  European  market,  as  represented  by 
France,  the  U.K.,  and  Western  Germany  (the  principal  markets). 
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• A separate  report  has  been  produced  by  INPUT  as  the  result  of  a research 
programme  conducted  in  the  U.S. 

• Although  the  markets  in  France,  the  U.K.,  and  Western  Germany  have  dif- 
ferent characteristics,  problems,  and  opportunities,  there  were  few  significant 
differences  found  in  the  information  services  organisations  analysed.  Conse- 
quently this  report  analyses  each  subject  for  Western  Europe  as  a whole. 

• Where  a significant  difference  was  found,  it  is  highlighted  in  the  text.  The 
interview  profile  is  tabulated  in  Appendix  B. 

• This  study  was  produced  by  INPUT  as  part  of  its  1984  European  Market 
Analysis  and  Planning  Service  (MAPS/E)  for  the  information  services  industry. 


B.  THE  MARKETING  APPROACH 


• The  rapid  evolution  of  technological  development,  in  particular  the  avail- 
ability of  low-cost  microcomputers  or  PCs,  is  leading  to: 

An  enormous  increase  in  the  opportunities  for  the  introduction  of  new 
products  and  services  to  the  market. 

A decline  in  the  demand  for  existing  services  upon  which  companies  are 
dependent  for  their  revenues. 

An  increase  in  the  rate  at  which  user  needs  for  information  products 
and  services  are  changing. 

• Information  services  companies  are  therefore  facing  greater  challenges  in 
their  selection  of  new  product  and  service  directions  In  order  to  either  main- 
tain or  expand  their  competitive  position. 
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INPUT  believes  that  it  is  the  marketing  approach  that  is  the  key  to  successful 
adaptation  to  today's  rapidly  changing  technology  and  markets. 

The  marketing  approach  considers  that  customer  needs  and  market  character- 
istics are  of  primary  importance  and  that  products  must  be  developed  and 
changed  to  meet  user  preferences. 

The  marketing  approach  analyses  the  market  in  detail  in  order  to  target  the 
best  opportunities  and  does  not  imply  an  attempt  to  sell  to  anyone. 

The  marketing  approach  places  emphasis  on  profit  planning  rather  than  sales 
revenue  alone. 

It  considers  long-term  trends,  examines  opportunities  and  threats,  and 
does  not  just  take  a short-term  view. 

It  embodies  good  systems  for  planning  and  controlling  the  business, 
systems  that  take  into  consideration  all  aspects  of  an  organisation's 
activities. 

Information  Services  Managers  that  adopt  the  marketing  approach  in  re- 
sponding to  today's  challenging  environment  can  reap  large  rewards  in  terms 
of  increased  sales  and  more  profitable  operations. 

This  report  provides  information  services  vendors  with  a thorough  review  of 
marketing  methods  specifically  related  to  the  Information  Services  Industry. 
It  provides: 

A clear  description  of  the  marketing  approach  for  information  services 
vendors. 
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A review  of  the  various  types  of  marketing  techniques  that  constitute 
the  marketing  approach. 

A report  on  the  extent  of  the  adoption  of  marketing  methods  by 
Western  European  Information  Services  vendors. 

A benchmark  against  which  marketing  strategies  can  be  evaluated  and 
improved. 


METHODOLOGY 


This  report  is  based  upon  an  interview  programme  that  was  undertaken  in  the 
Western  European  marketplace  (France,  the  U.K.,  and  Western  Germany) 
during  November  and  December  1983,  and  January  1984. 

Interviews  were  conducted  with  28  information  services  companies,  the 
majority  of  which  (24)  were  in-depth  face-to-face  interviews. 

Appendix  B provides  an  analysis  of  the  interview  profile. 

Considerable  efforts  were  made  to  Interview  the  high-level  managers  within 
the  information  services  industry  that  were  responsible  for  marketing  and 
sales  activity. 

Efforts  were  made  to  include  Interviews  from  all  the  various  segments  of  the 
information  services  industry  and  from  organisations  of  various  sizes. 

This  report  is  designed  to  provide  information  services  companies  with  as 
complete  a coverage  as  possible  of  the  marketing  methods  and  techniques  that 
constitute  the  marketing  approach. 
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Each  topic  is  considered  in  the  light  of  observed  practice  in  the  information 
industry  as  represented  by  the  companies  surveyed. 

Wherever  possible  the  attitudes  and  marketing  approaches  of  the  companies 
surveyed  are  illustrated  by  sample  comments. 

In  a number  of  cases  respondents  were  willing  to  provide  details  about  signifi- 
cant marketing  initiatives  that  their  organisations  had  undertaken.  Respon- 
dents described  how  they  had  approached  their  marketing  programmes,  the 
level  of  success  they  had  achieved,  and  the  problems  that  still  had  to  be 
overcome. 

These  cases  are  included  within  the  report  as  examples,  and  Exhibit  I- 1 
provides  a list  for  reference  purposes. 

INPUT  would  like  to  express  its  thanks  to  all  those  companies  that  partici- 
pated in  this  research  programme,  particularly  those  that  contributed 
examples.  Additionally,  INPUT  wishes  to  extend  its  appreciation  to  those 
companies  that  agreed  to  be  identified. 

Previous  INPUT  reports  were  utilised  where  relevant,  and  information  from 
ongoing  consultant  market  research  activities  was  also  incorporated.  Discus- 
sions take  place  regularly  with  leading  information  services  industry  figures. 

For  the  purposes  of  consistency,  financial  data,  when  presented,  has  been 
converted  to  U.S.  dollars  at  the  following  conversion  rates: 

6.73  French  francs  per  dollar. 

0.69  pounds  per  dollar. 

2.5  deutsche  marks  per  dollar. 
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EXHIBIT  1-1 


MARKETING  EXAMPLES  REFERENCE  LIST 


REFERENCE 

EXHIBIT: 

TITLE  OF  EXAMPLE 

COMPANY 

MI-4 

The  Establishment  of  a Marketing  Function 

LA  Computer 
Services 

IV-4 

Market  Penetration  Strategy:  In-Depth  Market 
Study 

Name  Withheld 

IV-5 

Product  Development  Strategy:  In-House  Appli- 
cations Marketed  to  Existing  Customers. 

Name  Withheld 

IV-6 

Market  Development  Strategy:  Geographical 
Expansion 

CISI 

IV-7 

Diversification  Strategy:  Development  of 
Disaster  Recovery  Service 

Name  Withheld 

IV-11 

Identifying  a New  Opportunity  - Hotel  Systems 

Name  Withheld 

IV-14 

Evaluating  a Marketing  Opportunity  - VIDEO- 
TEX Tour  Operators'  Systems 

BARIC 

V-5 

User  Meetings  - An  Effective  Way  of  Enhancing 
the  Product  and  Increasing  Sales 

SYDONI 

V-6 

Launching  a New  Software  Product  Too  Early 

Name  Withheld 

VI -7 

Entering  a New  Market  through  Mail  Order 
Distribution 

Comshare 

VI-12 

"Fireside  Discussions"  for  Establishing 
Contracts  with  Senior  MIS  Management 

SCS 

VI-13 

Target  Group  Seminar  Programme 

AC- 

Rechenservice 

VI-18 

Using  Telemarketing  and  Direct  Mail 

Name  Withheld 

VI -27 

New  Product  Launch  - Press  Conference 
and  Cooperative  Seminar 

Name  Withheld 
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• The  questionnaire  used  is  shown  as  Appendix  C. 

• Definitions  of  terms  used  in  this  report  are  included  as  Appendix  A. 

• Inquiries  and  comments  are  invited  regarding  this  report  and  related  topics  of 
interest. 


D.  REPORT  STRUCTURE 


• The  remaining  chapters  of  this  report  are  organised  in  the  following  way: 

Chapter  II  contains  the  Executive  Summary,  which  summarizes 
findings,  highlights  key  aspects,  and  concludes  with  definitive  recom- 
mendations. 

Chapter  III  describes  how  marketing  evolves  as  a critical  issue  in  a 
developing  industry  and  within  the  dynamics  of  the  information 
industry  environment.  The  importance  of  marketing  to  information 
services  companies  is  examined  from  a quantitative  viewpoint. 

Chapter  IV  looks  at  approaches  to  analysing  information  services 
markets,  and  how  they  are  segmented  and  targetted. 

Chapter  V covers  product-marketing  issues.  The  critical  concepts  of 
market  positioning,  product  quality  and  service,  and  the  approach  to 
pricing  are  described. 

Chapter  VI  examines  the  vital  question  of  communicating  with  the 
customer.  The  buyer/seller  relationship  for  information  services 
products  Is  discussed,  as  well  as  advertising,  exhibitions,  direct  mail, 
and  telephone  selling. 
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Chapter  VII  looks  at  the  central  issue  of  the  managennent  of  marketing 
activity:  How  information  services  companies  are  organised  to  do  this, 
and  what  approaches  are  taken  to  planning,  control,  and  the  gathering 
of  marketing  intelligence. 

Chapter  VIII  describes  the  major  conclusions  that  can  be  drawn  from 
the  study  and  makes  specific  recommendations  for  implementing  and 
improving  the  marketing  programmes  of  information  services  com- 
panies. 

The  appendices  provide  a definition  of  terms  used,  the  interview 
profile,  the  questionnaire,  and  a list  of  related  INPUT  reports. 
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II  EXECUTIVE  SUMMARY 


I 


I 


EXECUTIVE  SUMMARY 


Note:  this  executive  summary  is  designed  in  a presentation  format  in  order 
to: 


Help  the  busy  reader  quickly  review  key  research  findings. 

Provide  a ready-to-go  executive  presentation,  complete  with  a script, 
to  facilitate  group  communication. 

The  key  points  of  the  entire  report  are  summarised  in  Exhibits  II- 1 through 
11-10.  On  the  left-hand  page  facing  each  exhibit  is  a script  explaining  its 
contents. 
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A. 


MARKETING:  THE  KEY  PRIORITY 


• The  rapid  technological  change  that  continues  apace  in  the  information 
industry  leads  to  the  availability  of  new  products  and  the  creation  of  new 
markets. 

• Information  services  customers  are  finding  that  their  current  needs  and 
reguirements  can  be  met  more  readily  by  these  new  products.  Additionally, 
customers  are  finding  that  these  new  products  can  meet  completely  new  areas 
of  application  that  were  previously  untouched. 

• These  changes  and  the  relative  speed  at  which  they  are  occurring  are  causing 
information  services  companies  to  search  for  better  methods  to  manage  their 
businesses.  Marketing  is  becoming  the  key  priority. 

• INPUT'S  research  report: 

Describes  the  dynamics  of  the  information  services  industry  that  are 
causing  these  changes. 

Reviews  the  current  state  of  the  art  of  marketing  methods  and  the 
techniques  used  by  information  services  companies  today. 

Describes  the  methods  and  techniques  that  constitute  a marketing 
approach. 

Defines  the  marketing  audit  as  an  approach  for  improving  the  effec- 
tiveness of  marketing. 
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EXHIBIT  11-1 


MARKETING:  THE  KEY  PRIORITY 


• Rapid  Technological  Change 

• Rapid  Changes  in  Customer 
Requirements 

• The  Need  for  Marketing 

• Report  Scope 

- The  Dynamics  of  the  Information 
Services  Market 

- The  Marketing  Approach 

- The  ‘Marketing’  State  of  the  Art 

- The  Marketing  Audit 
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B.  THE  DYNAMICS  OF  THE  INFORMATION  SERVICES  MARKET 


• The  pace  of  change  is  accelerating.  The  more  that  is  known,  the  easier  it 
becomes  to  learn  even  more.  This  can  be  directly  observed  in  the  information 
technology  industry. 

• This  "technology  push"  factor  is  creating  lower  prices  and  new  products  at  an 
increasing  pace.  It  is  also  creating  new  competitors  for  information  services 
companies,  the  principal  example  being  personal  computer  manufacturers. 

• This  technology  push  not  only  opens  up  potential  new  markets  but  expands 
existing  ones  as  prices  fall  and  new  products  and  services  are  made  available. 

• There  are  many  constraints  on  the  companies  and  organisations  that  consti- 
tute developing  markets.  They  can  be  broadly  described  as  economic  forces: 

Recession  in  the  economy  at  large. 

Increasing  competition  from  third  world  countries. 

Traditional  industries  running  at  a loss  or  declining. 

The  general  shift  from  manufacturing  to  services. 

The  increasing  rate  of  technological  change. 

The  realisation  of  the  strategic  importance  of  Information  processing. 
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EXHIBIT  II-2 


THE  DYNAMICS  OF  THE 
INFORMATION  SERVICES  MARKET 


Information 

Technology 


New 

Products 

New 

Lower 

Competitors 

Prices 

Economic 

Forces 
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HOW  MARKETING  CAN  INCREASE  SALES  AND  PROFITS 


• The  adoption  of  a marketing  management  approach  emphasises  market  con- 
siderations rather  than  product  considerations. 

• In  consequence  a management  approach  can  lead  to  the  recognition  of  hither- 
to unrecognised  markets  as  potential  new  areas  for  exploitation. 

• Most  importantly  such  an  approach  focuses  attention  on  what  customers  really 
need  and  really  want,  not  on  supposed  product-oriented  benefits. 

• This  approach  encourages  the  targeting  of  the  product  at  the  areas  of  highest 
sales  and  profit  potential. 

• Profit  planning  thus  gains  emphasis  over  the  "sales  at  any  price"  approach. 

• Throughout  there  is  emphasis  on  a planned  approach.  Marketing  actions  are 
carefully  considered  and  weighed.  Facts  are  assembled  to  support  the  argu- 
ments. Problems  are  tackled  in  a systematic  manner  by  means  of  positive 
strategies. 

• The  company's  targets  are  made  to  be  realistic  in  terms  of  the  company's 
capabilities. 

a Marketing  encourages  all  employees  to  recognise  their  own  particular  role  in 
achieving  the  company's  objectives. 

a Marketing  is  an  all-embracing  approach  to  business  because  it  develops  a 
recognition  of  the  very  real  needs  of  the  environment  within  which  an  organi- 
sation must  operate.  It  is  facts,  not  fantasy. 

a It  is  for  these  basic  reasons  that  companies  can  increase  their  roles  and 
profits  through  the  application  of  marketing  methods  and  ideas. 
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EXHIBIT  11-3 


HOW  MARKETING  CAN  INCREASE 
SALES  AND  PROFITS 

• Places  Emphasis  on  Markets,  Not  Products 

- Opens  Up  Bigger  Market  Potential 

- Focuses  on  Customer  Needs  and  Wants 

• Targets  Products  at  Areas  of  Highest  Saies  and 
Profit  Potential 

• Emphasises  Profit  Planning,  Not  Just  Sales  Revenue 

• Emphasises  a Pianned  Approach 

- Systematic  Anaiysis  of  Market 

- Pianned  Leveis  of  Achievement 

- Creates  Positive  Strategies  to  Overcome  Probiems 

• Balances  Company  Resources  to  Optimise  Business 
Effectiveness 

• Focuses  Attention  of  Aii  Empioyees  on  Sales  and 
Profit  Goals 

• Encourages  Marketing  Decisions  Based  on  Fact,  Not 
Fantasy 
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D.  NINE  VITAL  STAGES  IN  APPLYING  THE  MARKETING  APPROACH 


• The  adoption  of  a marketing  approach  is  founded  on  the  application  of  a 
number  of  basic  activities. 

• These  can  be  conveniently  summarised  as  the  nine  basic  stages  shown  sche- 
matically in  Exhibit  11-4. 

• Fundamental  to  all  marketing  activity  is  the  need  for  overall  plans  and 
controls.  There  must  be  a marketing  organisation  to  implement  these  plans 
and  there  must  be  a marketing  intelligence  activity  that  gathers  information 
from  the  company's  environment,  its  competitors,  and  its  markets. 

• The  first  four  steps  involve  the  establishment  of  organisation,  planning, 
control,  and  market  intelligence. 

• Business  and  commercial  opportunities  must  be  analysed  from  the  market 
perspective,  as  well  as  from  the  product  aspect. 

• The  market  must  be  analysed  into  segments  so  that  the  markets  with  higher 
need  for  the  product  and  thus  highest  profit  potential  can  be  identified. 

• The  entire  product  offering,  its  price,  and  any  attendant  customer  services 
must  be  carefully  considered.  Then  the  product  can  be  positioned  as  uniquely 
as  possible  in  the  eyes  of  prospective  customers. 

• Buyer/seller  relationships  or  channels  of  distribution  must  be  established  that 
are  efficient  and  effective. 

• Promotional  activities  must  be  developed  (e.g.,  advertising)  that  communicate 
the  product's  value  to  its  potential  market. 

• These  are  the  nine  vital  constituents  of  the  marketing  approach. 
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EXHIBIT  11-4 


NINE  VITAL  STAGES  IN  THE 
MARKETING  APPROACH 
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Position  the  Product: 
Quaiity/Service/Price 
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Achieving  the  Optimum 
Buyer/Seiier  Relationships 
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E. 


STUDYING  CUSTOMER  NEEDS 


• When  analysing  markets,  information  services  vendors  must  study  the  needs  of 
customers.  What  is  required  to  meet  customer  requirements?  What  do  they 
actually  want  to  buy? 

• Opportunities  can  be  identified  in  this  way  by  adopting  a more  formal  ap- 
proach or  discipline  to  the  task  of  market  analysis. 

• Market  considerations  must  take  priority  over  product  considerations  if 
customers’  needs  and  wants  are  to  be  met. 

• There  are  four  basic  options  that  face  any  organisation  when  it  is  studying  its 
market  possibilities: 

Market  penetration. 

Product  development. 

Market  development. 

Diversification. 

• When  evaluating  these  possibilities,  both  market  and  company  criteria  must  be 
taken  Into  account:  what  the  competition  is  like,  the  distinctiveness  of  the 
product,  and  whether  the  company  has  the  necessary  resources  or  infrastruc- 
ture to  support  the  planned  activities? 

• All  these  questions  and  many  more  must  be  evaluated.  Product  and  company 
criteria  must  be  evaluated  against  a clear  appraisal  of  the  intended  customers’ 
needs  and  wants,  and  thus  are  an  assessment  of  their  likelihood  to  purchase 
the  product. 
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EXHIBIT  11-5 


STUDYING  CUSTOMER  NEEDS 
(Analysing  Infonnation  Services  Markets) 


• Identification  of  Opportunities 

- More  Formal  Approaches  Required 

- Market  Emphasis  Rather  than  Product  Emphasis 

• Four  Basic  Options 


Existing 
Markets 

New 
Markets 

• Evaluation 

- Market  Criteria 

- Company  Criteria 

• Emphasis  on  Customers’  Needs  and  Wants 


Existing  New 

Products  Products 


Market 

Penetration 

Product 

Development 

Market 

Development 

Diversification 
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F. 


SELECTING  THE  MOST  PROFITABLE  OPPORTUNITIES 


• The  first  step  leading  to  the  selection  of  the  most  profitable  sales  opportuni- 
ties is  market  segmentation:  classifying  the  market  into  meaningful  groups 
that  demonstrate  similar  needs  or  have  similar  buying  characteristics. 

• In  order  for  these  market  segments  to  be  useful  they  must,  to  some  extent,  be 
measureable,  accessible,  substantial,  and  actionable. 

• The  process  directs  management’s  attention  to  the  most  useful  and  realistic 
opportunities  because  it  has  the  data  to  evaluate  them. 

• Existing  market  positions  can  be  strengthened  because  the  key  success  factors 
are  identified  and  can  be  emphasised  through  effective  planning  action. 

• With  this  knowledge  and  this  approach  the  most  profitable  opportunities  can 
be  selected. 

• The  process  of  market  segmentation  focuses  management's  attention  on 
avoiding  too  wide  a spread  of  scarce  resources.  The  key  opportunities  can  be 
selected  and  emphasised. 

• At  the  same  time  markets  that  might  otherwise  have  been  overlooked  are 
often  identified. 

• Market  segmentation  is  a process  that  allows  the  information  services  vendor 
to  specifically  target  its  most  profitable  opportunities. 
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EXHIBIT  II-6 


SELECTING  THE  MOST 
PROFITABLE  OPPORTUNITIES 

• Market  Segmentation 

- Measurable  - Substantial 

- Accessible  - Actionable 

• Leads  to: 

- Identification  of  the  Most  Usefui  and  Realistic 
Opportunities 

- Strengthening  of  Existing  Market  Positions 

- Development  of  More  Effective  Plans 

- Selection  of  Most  Profitabie  Market  Segments 

• Avoids 

- Selling  to  Too  Wide  a Potential  Base  with  Too 
Few  Resources 

- Minimises  Risk  of  Overlooking  Possible  Markets 

• Market  Targeting  Focuses  on  the  Most  Profitable 
Opportunities 
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G. 


PRODUCT  MARKETING  DECISIONS 


• Once  the  product  and  market  selections  have  been  made,  the  product 
marketing  decisions  must  be  taken. 

• Information  Services  vendors  must  evaluate  the  product  positioning  criteria. 
How  can  the  product  be  best  presented  to  the  market?  How  is  it  to  be  differ- 
entiated from  existing  competitive  products? 

• By  evaluating  the  characteristics  of  products  and  how  they  relate  to  competi- 
tive products,  the  product  positioning  technique  highlights  gaps  in  the  market, 
monitors  changes  in  customer  preferences,  and  provides  the  criteria  for  a 
clear  definition  of  the  business. 

• Quality  and  service  issues  must  be  faced.  Importance-to-performance 
analyses  can  be  conducted  to  highlight  the  areas  where  customer  service  or 
product  quality  should  be  strengthened  or  where  they  are  not  important. 

• Customer  service  represents  an  enormous  revenue  opportunity  for  information 
services  companies  that  is  not  always  fully  exploited. 

• Pricing  is  a key  product  marketing  decision  that  often  acts  as  a fundamental 
market  positioning  criterion,  either  deliberately  or  by  default. 

• Price  setting  in  the  Information  services  industry  is  dominated  by  cost  orien- 
tation, rather  than  by  appraisals  of  demand.  When  assessing  pricing,  vendors 
make  little  attempt  to  estimate  the  value  of  a product  or  service  to  a 
customer. 


-22  - 


©1984  by  INPUT.  Reproduction  Prohibited. 


INP 


EXHIBIT  11-7 


PRODUCT  MARKETING  DECISIONS 


• Product  Positioning  Process: 

- Highlights  Gaps 

- Detects  Shifts  in  Markets 

- Provides  Clearer  Definition  of  the  Business 

• Quality  and  Service 

- Importance/Performance  Anaiysis 

- Extension  of  Customer  Service 

- Customer  Service  as  a Revenue  Opportunity 

• Pricing 

- Price  Setting  Cost-Oriented 

- Little  Use  of  Customer  Value  Analysis 
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H.  MARKETING  COMMUNICATIONS 


• One  of  the  key  trends  in  the  information  services  industry  is  the  increasing 
importance  of  marketing  communications. 

• What  are  the  most  effective  methods  of  selling  products,  and  what  new  types 
of  relationships  between  buyers  and  sellers  must  be  created  to  meet  modern 
needs? 

• Information  services  vendors  are  concerned  by  the  increasing  costs  of  direct 
sales  forces  and  are  employing  franchising  methods  or  mail-order-type 
approaches  to  meet  the  needs  of  the  mass  market. 

• Sales  promotion  activity  (advertising  and  publicity)  is  becoming  increasingly 
important  as  hardware  prices  continue  to  drop.  Wider  and  wider  markets  must 
be  addressed. 

• More  emphasis  is  being  placed  on  effective  sales  promotion  techniques  like 
telemarketing  in  order  to  control  sales  costs. 

• More  creative  means  must  be  found  by  blending  product  promotion  techniques 
with  new  and  exciting  channels  of  distribution. 

• There  is  an  increasing  emphasis  on  the  need  for  advertising,  particularly  for 
software  products. 
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EXHIBIT  11-8 


MARKETING  COMMUNICATIONS 


Information 

Services 

Organisation 


Sales  Promotions 

Buyer/Selier 

Relationships 

• Exhibitions 

• Salesforce 

• Seminars 

— • Account  Managers 

• Direct  Mail 

• Franchising 

• Mail  Order 

^ • Telemarketing 

/ 


/ 


Customers 


Advertising 
Publicity 


CHALLENGES 

• Control  Costs  of  Selling 

• More  Emphasis  on  Promotional  Methods 

• Creative  Use  of  Marketing  Communications 

• Establish  Objectives  and  Measure  Performance 

• Increasing  Emphasis  on  Advertising 
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I.  MANAGING  THE  MARKETING  EFFORT 


• The  marketing  effort  must  be  properly  controlled  and  monitored  if  it  is  to 
achieve  the  desired  results,  and  this  is  one  of  the  major  roles  of  the  marketing 
organisation. 

• Marketing  organisations  evolve  through  four  distinct  phases. 

Sales  Department. 

Sales  Department  with  Marketing  Functions. 

Creation  of  Separate  Marketing  Department. 

Sales  Department  reports  to  Marketing. 

• When  judged  against  this  standard  no  information  services  company  In  the 
survey  was  found  to  be  at  the  fourth  stage.  There  were,  however,  many 
indications  that  companies  were  moving  towards  a strong  marketing  approach. 

• No  Information  services  vendor  had  gone  so  far  as  to  affirm  the  ascendancy  of 
marketing  in  the  company  organisation. 

• In  general,  the  marketing  planning  process  was  found  to  be  Informal  and  there 
was  a great  need  for  more  systematic  approaches  to  be  developed  in  this  area. 

• Marketing  intelligence  should  represent  a vital  Ingredient  in  a sophisticated 
marketing  management  system,  for  it  supplies  the  essential  data  and  informa- 
tion upon  which  marketing  decisions  should  be  based. 

• Largely  these  remain  fragmented  and  undeveloped  and  there  is  much  scope  for 
more  systematic  approaches  to  be  made  in  this  area. 
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EXHIBIT  II-9 


MANAGING  THE  MARKETING  EFFORT 


• The  Evolution  of  the  Marketing  Organisation 

- Sales  Department 

- Sales  Department  with  Marketing  Functions 

- Creation  of  Separate  Marketing  Department 

- Sales  Department  Reports  to  Marketing 

• Marketing  Planning  Process  is  Generaily  Informal 

- Need  for  a More  Systematic  Approach 

• Marketing  Intelligence  Systems  Need  to  be 
Developed 
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MARKETING:  THE  KEY  OPPORTUNITY 


• The  theme  of  this  report  is  that  marketing  represents  a key  opportunity  for 
information  services  vendors. 

• Marketing  provides  management  methodology  that: 

Assists  successful  adjustment  to  today's  rapidly  changing  market  condi- 
tions. 

Leads  to  increased  sales  and  profits. 

• Increasingly,  leading  information  services  vendors  are  adopting  the  marketing 
approach  in  order  to  combat  the  increasingly  competitive  and  dynamic  market 
environment.  However,  many  companies  are  slow  to  appreciate  the  benefits 
of  this  approach. 

• The  marketing  approach  must  be  integrated  throughout  an  organisation  and 
not  left  as  a discrete  activity,  separate  from  the  rest  of  the  organisation. 

• For  marketing  methods  and  techniques  to  be  successful  they  must  be  fully 
supported  by  senior  management  and  not  approached  in  a half-hearted 
manner: 

More  company  resources  must  be  committed  to  marketing  initiatives. 

Vendors  must  be  more  adaptive  in  considering  partnerships  and  other 
third-party  arrangements. 

• Rigorous  planning  and  control  procedures  must  be  applied  to  marketing 
activity.  The  application  of  the  marketing  audit  approach  provides  a disci- 
plined environment  within  which  these  procedures  can  be  developed. 
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MARKETING:  THE  KEY  OPPORTUNITY 


• Marketing  Management  Assists: 

- Adapting  to  Market  Conditions 

- increasing  Saies  and  Profits 

• Marketing  Approaches  are  Being  Adopted  by 
Leading  information  Services  Vendors 

• Marketing  Must  be  an  integrated,  Not  a Discrete 
Activity 

• More  Company  Resources  Must  Be 
Committed  To  Marketing 

• More  Adaptive  Approaches  Must  Be  Taken 

• Rigourous  Management  Methods  Must  Be 
Used 

• Use  the  Marketing  Audit  Approach 
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Ill  MARKETING:  THE  KEY  PRIORITY 


Ill  MARKETING:  THE  KEY  PRIORITY 


• Rapid  technological  change,  increasing  market  competition,  and  changing 
customer  requirements  are  presenting  information  services  companies  with 
new  challenges  and  new  opportunities. 

• Increasingly,  information  services  vendors  are  adopting  marketing  methods  to 
meet  these  new  conditions  and  develop  their  competitive  position.  Staying  in 
touch  with  the  market  is  fundamental.  Marketing  is  becoming  the  key 
priority. 


A.  THE  DYNAMICS  OF  THE  INFORMATION  SERVICES  INDUSTRY 


• The  information  services  industry  is  continuing  to  become  increasingly  more 
complex  and  dynamic,  primarily  as  a result  of  the  ever-increasing  pace  of 
technological  change.  Exhibit  111- 1 provides  a schematic  that  depicts  the 
major  forces  and  their  area  of  impact.  It  provides  an  indication  of  the 
tremendously  complex  interrelationships  that  are  at  work. 

• Within  the  economy  at  large,  organisations  are  having  to  deal  with  the 
problems  created  by: 

Recession  following  periods  of  continuous  growth. 
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EXHIBIT  lll-l 


THE  DYNAMICS  OF  THE  INFORMATION  SERVICES  INDUSTRY 
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A slowing  of  the  rate  of  production  expansion. 


Increased  competition  in  world  markets. 

Lack  of  profitability  in  major  industries  like  automobiles  and  heavy 
engineering. 

The  decline  of  traditional  industries  like  steel  and  shipbuilding. 

The  shift  in  industrial  companies  from  manufacturing  to  services. 

The  quickening  pace  of  technical  change  and  the  growth  of  new  indus- 
tries. 

The  increasing  tendency  of  information  processing  to  be  of  strategic 
importance  to  an  organisation. 

The  information  industry  in  particular  is  being  driven  by  an  ever  increasing 
rate  of  technological  advance.  Some  major  examples  of  the  product  develop- 
ments that  have  been  created  are; 

Low-cost  personal  computers,  microcomputers,  and  associated  soft- 
ware applications. 

CAD/CAM,  Robotics,  and  other  manufacturing-oriented  technologies. 
Increasing  and  wider  spread  use  of  database  technologies. 
Fourth-generation  languages. 

Optical  memory  and  other  storage  developments. 
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New  communications  capabilities,  local  area  networks,  integrated 
voice  and  data  systems. 

• This  technological  drive  is  presenting  information  services  companies  with 
major  new  product  and  market  opportunities,  such  as: 

On-line  database  services. 

Mainframe  applications  and  system  software. 

Software  maintenance  services. 

Personal  computer  software. 

Value-added  network  services. 

• In  turn  these  new  product  and  market  opportunities  are  presenting  some  major 
marketing  challenges: 

The  new  product  developments  bring  with  them  new  competitors  and 
new  forms  of  competition.  Thus  low-cost  personal  computers  are 
attacking  the  traditional  RCS  market. 

The  lowest  priced  products  open  up  larger  and  more  widespread 
markets  amongst  smaller  organisations  that  previously  have  not  been 
able  to  afford  computer  systems. 

These  lower  cost  products  are  calling  into  question  the  increasingly 
costly  direct  selling  methods. 

New,  easy-to-use  products  decrease  the  need  for  highly  trained  spe- 
cialist salespeople. 
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There  is  a need  for  quick  action  in  selling  products  with  anticipated 
short  life  cycles  but  also  a relative  slow  pace  at  which  new  sales  forces 
can  be  built  up  or  existing  ones  retrained. 

• There  is  a need  for  a complete  evaluation  of  the  information  services  organi- 
sation's marketing  approach.  Such  an  approach  must  stay  in  touch  with  the 
rapid  changes  that  are  taking  place  in  the  market,  exploit  new  product  oppor- 
tunities, and  reexamine  the  relationship  between  buyer  and  seller  to  establish 
more  efficient  means  of  selling  information  services  products. 


B.  MARKETING  IN  INFORMATION  SERVICES  COMPANIES 


• One  of  the  most  important  findings  of  the  research  carried  out  for  this  report 
was  the  growing  awareness  of  marketing  as  a key  issue.  Information  services 
organisations  are  increasingly  turning  to  marketing  methods  to  address  the 
fast  moving  and  competitive  marketplace. 

• A significant  minority,  some  32%,  reported  that  their  companies  were  specif- 
ically adopting  a marketing  approach.  Exhibit  111-2  shows  the  increasing  pace 
of  this  change. 

• Of  course  it  is  one  thing  to  declare  a policy  of  adopting  a marketing  approach 
and  another  to  actually  implement  it.  Implementation  requires  resources  both 
in  terms  of  manpower  and  finance,  but  perhaps  above  all  a full  commitment 
on  the  part  of  senior  management  to  embrace  marketing  as  a management 
philosophy. 

• This  last  factor  is  of  course  difficult  to  measure.  Some  insight  into  the  atti- 
tudes of  marketing  services  management  can,  however,  be  gained  from  the 
comments  made  by  those  interviewed  on  the  subject,  as  shown  in  Exhibit  1 1 1-3. 
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EXHIBIT  111-2 


INFORMATION  SERVICES  COMPANIES 
SPECIFICALLY  ADOPTING  A 'MARKETING  APPROACH' 


Number  of 
Respondents 
Making  a 
Specific  Move 
Towards 
Adopting  a 
'Marketing 
Approach' 


1979  1 980  1981  1982  1983 

YEAR 
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EXHIBIT  III-3 


COMMENTS  MADE  CONCERNING  THE  IMPORTANCE  OF 
MARKETING  BY  INFORMATION  SERVICES  ORGANIZATIONS 


• Our  U.S.  parent  has  made  a conscious  decision  to  become  a "marketing 
company"  and  as  a result  "Product  Marketing"  has  just  been  created 
as  a new  function  in  the  U.S.  organization. 

• Marketing  is  a newly  defined  activity  within  the  group;  previously 
marketing  activities  were  subservient  to  sales  activity  and  driven 
only  by  demand. 

• We  made  a specific  move  towards  being  a "Marketing"  company  2-3 
years  ago. 

• Marketing  has  only  recently  been  officially  acknowledged  as  a distinct 
function . 

• Our  reviews  are  Financial  Accounting  audits  rather  than  marketing  ones. 

• The  sales  groups  are  not  really  interested  in  reviewing  market  share 
analysis  or  competition. 

• Our  marketing  function  is  becoming  more  and  more  important;  ten  years 
ago  we  were  completely  technical  in  our  orientation. 

• We  have  spent  a lot  of  money  sending  our  managers  to  courses  to  teach 
them  about  marketing. 

• Our  new  president  has  instituted  a 3-year  strategic  plan  cycle  and  we 
have  separated  out  our  Marketing  and  Development  functions 
organisationally. 

0 My  job  Is  to  introduce  marketing  methods  to  the  top  management  of  the 
company. 

0 We  really  started  to  change  towards  a marketing  orientation  about  three 
years  ago. 

0 We  disbanded  our  central  marketing  functions  as  an  economy  measure. 

0 We  have  recently  established  a marketing  function  in  recognition  of  Its 
Importance  in  today's  environment. 
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There  is  evidence  that,  in  their  management  approach,  information  services 
companies  are  assigning  an  increasingly  high  priority  to  marketing. 

Exibit  1 1 1-4  describes  the  case  of  an  information  services  vendor  that  has 
reaped  the  rewards  of  a recent  and  deliberate  move  towards  the  marketing 
approach  as  a company  discipline. 

This  study  has  looked  primarily  for  the  tangible  signs  of  a commitment  to 
marketing.  The  numbers  of  people  allocated  to  marketing  roles  and  the 
marketing  budget  are  analysed  in  the  remainder  of  this  section. 

MARKETING  PERSONNEL 

The  level  of  human  resources  committed  to  the  marketing  effort  are  one 
possible  indicator  of  the  emergence  of  marketing  as  a significant  force  within 
an  organisation. 

It  is  of  course  important  to  apply  qualitative  as  well  as  quantitative  ap- 
praisals. The  former  is  discussed  in  Chapter  VII  part  A,  Marketing  Organisa- 
tion. The  latter  is  analysed  below. 

Exhibit  111-5  indicates  (for  the  companies  interviewed)  the  relationship 
between  the  number  of  personnel  allocated  to  marketing  and  the  total  number 
of  employees  in  the  organisation. 

The  domain  covered  by  the  sampled  companies  on  this  graph  falls  around  the 
1%  line,  with  considerable  variations,  most  noticeably  amongst  rapidly 
growing  companies. 

Small,  rapidly  growing  companies  are  usually  tightly  focused  on  a particular 
market  segment  and  thus  rely  absolutely  on  understanding  these  customers' 
needs  and  on  maintaining  the  product's  competitiveness.  Thus  small,  rapidly 
growing  companies  can  have  a very  high  need  for  marketing  skills  and  mar- 
keting commitment. 


-38- 


© 1984  by  INPUT.  Reproduction  Prohibited. 


INF 


EXHIBIT  111-4 


THE  ESTABLISHMENT  OF  A MARKETING  FUNCTION 


• LA  Computer  Services  Ltd.,  the  UK-based  computer  services  organisation, 
recently  made  the  decision  to  establish  a marketing  function.  This  step 
was  made  in  recognition  of  the  importance  of  marketing  in  today's  environ- 
ment. 

• The  management  of  the  company  specifically  set  out  to  adopt  a more 
professional  approach  to  its  activities.  They  had  the  clear  intention  of 
wanting  to  develop  a business  environment  in  which  decisions  were  based 
upon  known  facts,  where  they  could  understand  potential  client  needs  more 
fully,  and  where  they  would  be  able  to  clearly  indentify  their  own  unique 
product  and  service  features. 

• The  programme  for  the  development  of  this  initiative  was  specifically  defined 
by  the  managing  director  in  an  overall  statement  of  aims  and  objectives.  The 
individual  divisions  of  the  company  were  then  set  the  task  of  developing  their 
own  detailed  plans  in  line  with  the  overall  aims. 

• One  of  the  most  important  manifestations  of  this  Initiative  was  the  steady  and 
progressive  education  of  product  area  personnel.  This  was  considered  vital 
to  the  overall  success  of  the  scheme.  It  was  recognised  that  this  was  a 

new  activity,  that  the  whole  company  was  in  a "learning  curve"  situation, 
and  that  the  effect  on  the  attitudes  of  the  personnel  was  the  single  most 
important  ingredient  to  eventual  success. 

• As  a result  of  this  carefully  thought  out  strategy,  LA  Computer  Services  has 
achieved  success  with  its  programme.  Company  personnel  have  learned 
acceptance  of  the  benefits  that  occur  from  adopting  the  marketing  approach, 
in  LA  Computer  Services'  case,  a much  greater  degree  of  control  over 

their  sales  operations. 

• The  two  areas  that  LA  Computer  Services  would  particularly  draw  attention 
to  are  the  improvement  in  their  capability  to  generate  high-quality  leads 
and  the  Increased  acceptance  of  their  newly  launched  products  In  the 
market  place. 
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Total  Number  of  Personnel 


EXHIBIT  III-5 


NUMBER  OF  MARKETING  PERSONNEL 
COMPARED  TO  TOTAL  NUMBER  OF  EMPLOYEES 
FOR  INFORMATION  SERVICES  COMPANIES 
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• Another  factor  of  importance  is  the  need  for  these  companies  to  grow  and 
expand  their  businesses  into  other  areas.  In  order  to  to  be  driven  efficiently, 
and  effectively,  this  expansion  requires  marketing  effort.  Expansion  requires 
professional  marketing  expertise. 

• It  is  also  of  interest  to  examine  the  relationship  between  the  number  of 
marketing  personnel  and  the  annual  revenues  of  the  organisation.  This  is 
shown  in  Exhibit  III-6. 

• A wide  variation  of  practice  can  be  observed.  It  can  be  observed  that  smaller 
companies  tend  to  commit  one  marketing  person  per  $1  million  of  revenue,  or 
even  greater  resources  than  this  in  some  cases,  while  the  larger  companies 
tend  to  commit  proportionally  less  staff.  It  can  be  seen  that  some  of  the 
larger  companies  have  a marketing  staff  ratio  of  less  than  one  person  per  $10 
million  of  revenue. 

• It  can  be  seen  in  Exhibit  111-6  that  there  are  wide  variations  in  the  practices  of 
the  information  service  companies.  This  is  to  be  expected,  given  the  variety 
of  business  mix  and  the  importance  of  captive  revenues  to  some  companies. 

• The  captive  revenues  factor  can  to  some  extent  be  eliminated  from  the 
reckoning  by  considering  the  relative  percentage  of  marketing  and  sales 
employees,  as  shown  in  Exhibit  III-7. 

• This  analysis  has  been  made  against  two  criteria,  revenue  and  total  number  of 
employees.  The  fact  that  stands  out  is  the  relatively  high  percentage  of  sales 
and  marketing  staff,  16.2  and  2.5%  respectively,  for  companies  with  under  500 
employees. 

• There  is  no  great  variation  in  the  average  ratio  of  marketing  to  sales  staff 
when  analysed  on  the  basis  of  these  criteria.  Both  large  and  small  companies 
have  an  average  ratio  of  around  6.7,  that  is,  one  marketing  person  for  every  6 
or  7 salespeople. 
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Annual  Revenue  ($  Millions) 


EXHIBIT  111-6 


NUMBER  OF  MARKETING  PERSONNEL 
COMPARED  TO  COMPANY  REVENUE 


Number  of  Marketing  Personnel 
One  Marketing  Employee  per  $x  Million  of  Revenue 
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EXHIBIT  MI-7 


PROPORTION  OF  STAFF  EMPLOYED  IN  MARKETING 
AND  SALES  IN  INFORMATION  SERVICES  COMPANIES 
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The  observation  that  can  be  made  from  these  statistics  is  that  it  is  difficult  to 
establish  norms  for  the  information  services  industry  in  this  respect.  Wide 
variations  exist,  because  on  the  one  hand  there  are  organisations  that  demon- 
strate a lack  of  commitment  to  marketing  and  on  the  other  hand  organisations 
that  have  an  aggressive  attitude  towards  marketing. 

Companies  with  a positive  marketing  attitude  tend  to  have  sales  to  marketing 
staff  ratios  of  around  2 or  3 to  I;  the  less  marketing-oriented  companies  have 
ratios  of  10  to  I or  more. 

Information  services  companies  can  use  the  graphs  in  this  section  (Exhibits 
III-4  and  III-5)  to  assess  their  own  position  and  calculate  their  sales  and 
marketing  staff  ratios  against  those  shown  in  Exhibit  III-7. 

MARKETING  BUDGETS 

The  budget,  like  human  power,  is  a tangible  factor  that  can  be  used  as  an 
indicator  of  the  level  of  marketing  activity  within  an  organisation. 

The  basic  relationship  of  the  marketing  budget  to  the  total  revenues  of  the 
company  is  plotted  on  the  graph  shown  as  Exhibit  III-8. 

It  can  clearly  be  seen  that  there  is  an  order  of  magnitude  difference  between 
the  proportion  spent  on  marketing  by  smaller  companies  and  that  typically 
spent  by  larger  companies. 

Companies  of  below  $2  million  in  revenue  are  spending  around  10%  on  mar- 
keting costs.  These  costs  exclude  direct  sales  costs  (that  is  to  say,  the  sales 
force),  but  also  include  costs  of  the  marketing  personnel,  advertising,  sales 
promotion,  and  marketing  research. 
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EXHIBIT  III-8 

MARKETING  BUDGETS  OF  INFORMATION  SERVIGES  COMPANIES 
RELATIVE  TO  TOTAL  REVENUES 
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Companies  around  the  $20  million  turnover  mark  are  spending  between  5 and 
10%  on  marketing.  At  the  $100  million  level  the  proportion  has  fallen  to 
around  1%. 

One  could  draw  the  conclusion  from  this  that  the  marketing  economies  of 
scale  apply  to  the  information  services  industry.  This  is  probably  not  the 
case. 

For  one  thing,  it  could  only  be  said  that  marketing  economies  of  scale,  In 
terms  of  budget  size,  worked  if  all  companies  were  achieving  equal  marketing 
effectiveness.  This  is  almost  certainly  not  the  case. 

Another  factor  is  that  of  company  inertia.  Large  companies  are  more  diffi- 
cult to  manage  and  tend  to  have  difficulty  changing  their  strategy  and  man- 
agement approaches  in  the  short  term.  In  contrast,  smaller  companies  can 
potentially  be  more  flexible  and  adaptable,  although  of  course  this  Is  not 
always  the  case. 

It  Is  interesting  to  note  that  of  the  companies  identified  as  having  made  a 
conscious  move  towards  adopting  a marketing  approach  in  the  last  five  years, 
as  shown  in  Exhibit  II I- 1,  75%  of  them  had  revenues  under  $30  million. 

Another  more  sensitive  measure  of  marketing  emphasis  within  an  organisation 
is  given  by  studying  the  pattern  of  change  in  the  size  of  the  marketing 
budget.  Exhibit  III-9  is  a profile  of  the  companies  interviewed. 

Two  measures  were  taken,  the  percentage  change  in  the  budget  from  1982  to 
1983,  and  the  expected  change  in  the  budget  from  1983  to  1984,  as  shown  in 
Exhibit  III-9. 

Even  allowing  for  a degree  of  optimism  reflected  in  the  expected  budget 
increases  for  1983  to  1984,  a very  positive  picture  emerges.  Most  companies 
are  increasing  their  marketing  budgets  and  some  to  a considerable  extent. 
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CHANGES  IN  MARKETING  EXPENDITURE  FOR  INFORMATION  SERVICES  COMPANIES 
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Twelve  percent  of  the  companies  interviewed  had  increased  their  marketing 
budgets  by  greater  than  40%.  One-sixth  of  the  respondents  were  planning  to 
increase  at  this  rate  into  1984. 

Overall,  76%  of  the  companies  had  increased  their  budgets  from  the  previous 
year  and  88%  were  planning  to  increase  their  budgets  next  year. 

The  marketing  budgets  of  information  services  companies  can  be  analysed 
under  four  main  headings: 

Personnel  costs. 

Promotions. 

Advertising. 

Research. 

In  all  cases  the  direct  costs  of  the  sales  force  were  excluded. 

Exhibit  III- 10  shows  how  the  marketing  budget  was  split  (in  the  respondent 
sample)  between  these  four  major  groups  of  expenditures. 

Personnel  costs  (basically  salaries  and  other  direct  costs,  excluding  office 
space  and  other  overheads)  took  the  largest  proportion,  40%  on  average. 

Costs  for  promotions  accounted  for  very  nearly  35%  of  the  budget  and  adver- 
tising a further  20%. 

Research,  the  fourth  category,  averaged  around  five  percent. 

It  is  interesting  to  note  that  there  was  virtually  no  variation  from  this  per- 
centage breakdown  when  companies  were  analysed  in  separate  groups  by 
overall  size  of  revenues. 
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EXHIBIT  111-10 


COMPONENTS  OF  THE  INFORMATION  SERVICES 
MARKETING  BUDGET 


(Average  Distribution) 


-49  - 

© 1984  by  INPUT.  Reproduction  Prohibited. 


INPUT 

MMKE 


A further  insight  into  the  pattern  of  marketing  expenditure  can  be  gained 
from  Exhibit  111- 1 1. 

This  triangular  graph  allows  for  plotting  three  percentages,  the  sum  of  which 
amounts  to  1 00%. 

In  this  graph  personnel  costs  are  excuded  and  the  budget  is  analysed  for  varia- 
tions of  patterns  in  expenditures  for  the  remaining  three  items  in  the  budget  - 
advertising,  promotions,  and  research. 

The  graph  reveals  a clear  distinction  between  two  different  approaches  to 
marketing  expenditure  on  these  items. 

At  one  extreme  vendors  are  spending  broadly  equivalent  amounts  of  money  on 
advertising  and  promotions,  and,  of  course,  as  we  have  already  seen  from 
Exhibit  I II- 10,  only  a small  proportion  on  research. 

In  contrast,  other  vendors'  spending  is  heavily  biased  towards  promotional 
expenditures,  with  only  small  amounts  of  the  budget  being  allocated  to  adver- 
tising. 

All  the  companies  with  strong  advertising  expenditures  had  significant 
interests  in  the  sales  of  software. 

It  is  clearly  the  needs  of  the  software  market  that  are  the  significant  driving 
force  behind  increased  advertising  expenditures. 

Eliminating  research  expenditures  from  the  total  allows  an  analysis  of  the 
relationship  between  the  other  three  constituents,  namely  advertising,  promo- 
tions, and  personnel  costs.  This  is  shown  in  the  triangular  graph  in  Exhibit  III- 
12. 
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ADVERTISING,  PROMOTIONS,  AND  PERSONNEL  COSTS  ANALYSIS 
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• A distinction  can  be  made  between  three  broad  groupings  of  information 
services  companies. 

• The  first  group  demonstrates  a relatively  even  spread  of  marketing  expendi- 
tures between  personnel  costs,  advertising,  and  product  promotions. 

• This  group  contains  those  organisations  with  important  interests  in  software 
product  sales  and  consequently  a need  for  significant  advertising  expenditures. 

• The  other  two  groups  both  show  relatively  low  expenditures  on  advertising 
(under  15%  of  the  total  for  these  three  elements). 

• The  group  with  high  relative  expenditures  on  personnel,  II,  is  dominated  by 
remote  computing  services  and  professional  services  interests. 

• In  contrast,  the  third  group.  III,  which  has  a more  balanced  expenditure 
between  personnel  and  promotional  costs,  was  represented  by  companies  with 
a wide  spread  of  revenue  sources  within  the  information  services  industry. 

• Some  further  analysis  of  advertising  expenditure  and  promotional  activity  can 
be  found  in  section  B of  Chapter  VI. 

C.  THE  EVOLUTION  OF  INFORMATION  SERVICES  MARKETING 


• If  we  study  any  industry  and  the  particular  companies  within  it  we  can  gener- 
ally observe  a similar  pattern  of  progression  towards  a marketing  orientation. 

• Naturally  there  will  be  considerable  differences  in  the  length  of  time  over 
which  this  process  occurs.  However,  the  same  basic  stages  can  be  identified: 

Product  orientation  stage. 
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Sales  orientation  stage. 


Marketing  orientation  stage. 

• The  product  orientation  stage  tends  to  occur  when  companies  are  at  the 
beginning  of  their  life  or  are  very  small.  They  have  little  need  for  formal 
marketing  organisations  or  marketing  approaches.  The  entrepreneur  and  the 
senior  management  team  are  usually  in  direct  contact  with  their  customers 
and  prospects  - selling  the  company  and  its  products. 

At  this  stage  of  development  the  product  strategy  serves  the  company 
well.  The  product  tends  to  define  the  market,  which  will,  at  this  stage 
of  its  development,  be  fairly  small  and  have  clear  limits.  Because  the 
business  is  based  on  a very  precise  bit  of  a particular  market  segment, 
there  is  not  likely  to  be  much  competition. 

There  is  no  need  for  a formal  system  because  functions  are  effectively 
carried  out  informally;  there  is  an  immediacy  of  relationships.  The 
changes  in  customers*  wants  and  needs  can  be  accommodated  because 
of  the  sensitivity  of  this  relationship. 

• The  sales  orientation  stage  follows  as  the  small  company  starts  to  meet  active 
competition.  This  tends  to  happen  because  other  companies  (often  larger 
companies)  affect  a me-too  approach  to  the  chosen  market  segment.  Addi- 
tionally, the  small  company  may  extend  its  coverage  into  other  segments  of 
the  market  (where  other  companies  are  already  active).  Once  there  is  a 
choice  of  supplier,  buyers  can  become  more  discriminating. 

At  this  stage  selling  becomes  more  difficult  and  typically  a full-time 
sales  force  has  to  be  employed  to  handle  this  problem. 
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The  company  will  concentrate  on  increasing  the  resources  that  it 
spends  on  sales  activities  in  order  to  achieve  its  desired  goals.  It  may 
well  engage  in  advertising,  sales  promotions,  and  other  sales  support 
activities  that  will  loosely  be  described  as  marketing. 

Management  will  tend  to  concentrate  on  what  they  need  to  do  to  sell 
their  product.  They  will  tend  not  to  evaluate  the  needs  and  require- 
ments of  their  customers. 

The  increased  size  of  the  company  will  preclude  the  direct  and  informal 
relationships  that  existed  at  the  earlier  product  stage. 

The  marketing  orientation  stage  is  reached  when  a company  realizes  the 
inadequacy  of  this  approach  in  achieving  its  commercial  goals.  The  market  is 
competitive  - buyers  are  very  discriminating  and  only  those  companies  that 
most  effectively  meet  their  needs  can  expect  to  prosper. 

The  company  will  set  up  a formal  marketing  system  that  will  keep  the 
company  in  touch  with  its  customers  and  their  changing  needs  and 
preferences.  The  market  will  be  the  dominating  influence. 

The  company  will  consider  every  aspect  of  its  business  activities  from 
the  perspective  of  the  market.  Satisfying  customer  needs  becomes  the 
paramount  concern. 

The  full  range  of  activities  that  are  involved  in  the  marketing  process  is 
shown  schematically  In  Exhibit  111-13.  Any  company  will  probably  be  active  in 
some  of  these  areas,  for  example  all  companies  must  price  their  products. 
Only  the  marketing-oriented  company  will  apply  the  full  marketing  process, 
with  the  overall  goal  of  meeting  the  customers'  needs. 

For  ease  of  reference  to  the  main  body  of  this  report,  the  major  elements 
shown  In  Exhibit  111-13  are  cross-referenced  to  the  remaining  chapters  of  this 
report. 
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EXHIBIT  111-13 


THE  MARKETING  PROCESS 


Managing  the  Marketing 
Effort  (VII) 

• Organisation 

• Planning/Control 

• Intelligence 


Analysis  of  Market/ 
Product  (IV.  A.) 
Opportunities 


Select  Target  Markets 
(IV.  B.) 

• Segmentation 

• Targeting 


Product  Marketing 

and 

Marketing  Communications 

• Positioning 

(V.  A.) 

• Quality  and 

Service 

(V.  B.) 

• Pricing 

(V.  C.) 

• Buyer/Seller 

Relationships 

(VI.  A.) 

• Product  Promo- 

tions 

(VI.  B.) 
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• Many  of  the  factors  (described  in  section  A of  this  chapter)  that  are  tending 
to  push  companies  towards  the  marketing  approach,  are  in  conflict. 

• Thus,  while  on  the  one  hand  the  rapid  growth  of  companies  within  the  industry 
tends  to  promote  the  growth  of  a formal  marketing  system,  on  the  other  hand 
the  continuing  introduction  of  new  products  has  tended  to  retard  It. 

• Without  resorting  to  formal  marketing  systems,  companies  have  been  able  to 
grow  satisfactorily  but  not  necessarily  to  their  maximum  potential.  There  are 
two  important  reasons  for  this: 

The  Intrinsic  interest  in  the  technology  has  encouraged  a concentration 
on  the  features  of  the  product  to  the  detriment  of  the  consideration  of 
the  product's  potential  benefits  to  the  customer. 

The  decrease  In  product  prices  has  ensured  the  development  of  larger 
and  larger  potential  new  markets,  thus  resulting  in  little  internal 
pressure  as  long  as  growth  continues. 

• These  have  been  the  general  trends,  but  there  have  certainly  been  many 
exceptions,  some  successful  and  some  unsuccessful.  The  adoption  of  a mar- 
keting orientation  and  the  establishment  of  a marketing  management  system 
are  important  agents  in  the  process  of  staying  in  touch  with  existing  and 
potential  markets. 

• At  no  time  has  the  need  for  a marketing  orientation  been  greater.  As  the 
pace  of  change  increases,  as  markets  become  more  fragmented  and  customers 
more  discriminating,  this  marketing  orientation  will  continue  to  gain  in 
significance. 
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IV  ANALYSING  INFORMATION  SERVICES  MARKETS 


IV 


ANALYSING  INFORMATION  SERVICES  MARKETS 


• The  information  services  company  not  only  has  to  consider  the  emergence  of 
completely  new  markets  created  by  brand  new  technologies,  but  also  the 
impact  of  new  products  on  existing  markets. 

• Thus  while  on  the  one  hand  PCs  are  an  opportunity  for  information  services 
vendors  to  open  up  new  markets,  on  the  other  they  represent  a threat  to 
traditional  ones. 

• For  the  information  services  company  the  analysis  of  markets  must  be  con- 
sidered as  the  combination  of  two  discrete  but  highly  interrelated  activities— 
the  analysis  of  new  market  opportunities  and  the  analysis  of  new  product 
opportunities. 

• Section  A below  discusses  the  approaches  taken  by  information  services 
organisations.  Section  B examines  the  information  services  organisations, 
target  marketing  approaches,  and  the  levels  of  segmentation  that  are  used  in 
the  industry. 
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ANALYSIS  OF  MARKET  AND  PRODUCT  OPPORTUNITIES 


I . IDENTIFICATION  OF  MARKET  AND  PRODUCT  OPPORTUNITIES 

» The  methods  that  information  services  vendors  use  to  identify  market  and 
product  opportunities  can  be  both  formal  and  informal. 

I Senior  management  may  simply  determine  new  directions  for  their  organisa- 
tion based  on  ideas  picked  up  from  the  trade  press,  industry  gossip,  attendance 
at  exhibitions,  and  other  similar  activities. 

» Some  companies  will  adopt  a more  systematic  approach  to  the  identification 
of  possible  new  markets,  employing  specific  procedures  and  techniques. 

i Some  measure  of  the  degree  to  which  either  of  these  two  approaches  is 
adopted  by  information  services  companies  is  provided  in  Exhibit  IV- 1 . 
Evidence  of  formality  or  informality  in  approach  was  assessed  for  three 
separate  indicators:  marketing  planning  processes,  marketing  intelligence 

activity,  and  new  product  generation  procedures. 

• These  three  measures  indicate  that  in  general  this  area  of  marketing  activity 
is  not  well  defined  in  the  information  services  industry. 

• The  approach  towards  marketing  planning  is  generally  informal,  with  only  23% 
of  the  companies  surveyed  taking  a formal  approach. 

• Additionally  there  was  little  evidence  of  formal  marketing  planning  or 
marketing  intelligence  activity,  only  25%  of  the  companies  being  classified  in 
this  category. 

• In  the  approach  towards  procedures  for  new  product  generation,  44%  adopted 
a formal  approach,  by  far  the  biggest  percentage  amongst  these  three 
measures. 
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EXHIBIT  IV-1 


EXTENT  OF  FORMAL  APPROACHES 
IN  IDENTIFYING  NEW  MARKET  OPPORTUNITIES 


Marketing 

Activity 


Intelligence 


New  Product 
Generation 
Procedures 


Formal  Approach 


Moving  Towards  a Formal  Approach 


Informal  Approach 
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There  is  evidence,  however,  of  companies  moving  towards  a more  marketing- 
oriented  approach:  a number  of  companies  (between  8 and  15%  of  the  sample) 
indicated  that  they  were  adopting  a more  formalised  approach  in  these  areas. 

Some  further  insight  into  the  management  attitudes  towards  this  area  con  be 
gained  from  the  comments  included  in  Exhibit  IV-2. 

The  identification  of  market  and  product  opportunities  is  aided  by  considering 
the  market/product  table  as  shown  in  Exhibit  IV-3A. 

As  far  as  markets  are  concerned,  an  organisation  can  either  remain  in  its 
existing  markets  or  attempt  to  sell  into  new  ones.  On  the  product  side,  the 
organisation  can  either  be  considering  marketing  activities  to  promote  its 
existing  products  or  be  launching  new  products. 

Thus  four  basic  strategies  can  be  defined: 

Market  penetration. 

Product  development. 

Market  development. 

Diversification. 

All  companies  are,  to  one  extent  or  another,  pursuing  all  four  of  these  strate- 
gies, though  one  strategy  tends  to  be  dominant  and  indicates  the  overall 
approach  of  the  company.  The  dominant  strategies  being  adopted  by  the 
companies  researched  are  classified  in  Exhibit  IV-3B. 
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EXHIBIT  IV-2 


COMMENTS  BY  VENDORS  ON 

NEW  MARKET  AND  PRODUCT  OPPORTUNITY  IDENTIFICATION 


• This  is  an  "event-driven"  activity. 

• It  is  a mixture  of  opportunism  and  the  classic  product  development  cycle 
based  on  research. 

• We  have  no  specific  procedures. 

• The  strategic  planning  process  - we  have  done  surveys  and  talked  to 
customers . 

• New  product  areas  have  been  generated  by  our  policy  of  Industry 
Special!  zation . 

• There  is  a clear  strategy  within  our  Professional  Services  Division 
to  seek  out  niche  markets. 

• Our  managers  are  not  involved  as  much  as  they  should  be;  they 
prefer  to  be  involved  in  day-to-day  business  and  short-term  goals. 

• We  are  trying  to  get  penetration  of  our  own  market,  to  sell  more  to  our 
customers. 

• The  need  to  enlarge  the  product  base  has  been  identified  and  this  Is 
now  being  addressed. 

• We  have  been  too  diversified  In  the  past  - we  are  now  trying  to  con- 
centrate rather  than  diversify. 

• We  are  trying  to  find  new  market  segments,  to  explore  new  sectors. 

• We  are  constantly  looking  for  new  opportunities. 

• Yes,  we  are  aiming  at  particular  vertical  markets  that  are  new. 
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EXHIBIT  IV-3 


INFORMATION  SERVICES  COMPANIES'  APPROACHES  TO 
MARKET  OPPORTUNITY  IDENTIFICATION 


(J)  Market /Product  Table 


EXISTING 

PRODUCTS 

NEW 

PRODUCTS 

EXISTING 

1.  Market 

2.  Product 

MARKETS 

Penetration 

Development 

NEW 

3.  Market 

4.  Diversification 

MARKETS 

Development 

@ Distribution  of  Dominant  Influence  in  Market  Selection 
for  IS  Companies 
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A product  development  strategy  was  the  most  prevalent;  nearly  40%  of  all 
surveyed  companies  were  either  formally  or  informally  adopting  this  ap- 
proach. This  reflects  the  strong  vertical  market  orientation  that  is  a feature 
of  the  information  services  industry  (see  Exhibit  IV- 1 7). 

A diversification  strategy  was  the  next  most  popular  approach,  accounting  for 
nearly  one  quarter  of  the  sample.  This  is  generally  considered  to  be  the  most 
risk-prone  strategy,  as  it  involves  tackling  both  new  markets  and  new  products 
simultaneously. 

The  adoption  of  a strategy  of  market  penetration  was  represented  by  14%  of 
all  the  companies  interviewed.  These  companies  tended  of  course  to  be 
vertical-market-oriented  and  in  general  expressed  the  exploitation  of  their 
existing  markets  as  a very  clearly  identified  aim  of  their  organisations. 

The  market  development  strategy  (11%  of  the  sample)  was  the  least  popular 
approach.  This  is  largely  accounted  for  by  the  rapid  changes  in  computer 
technology  leading  towards  a heavy  emphasis  on  new  products  within  the 
industry. 

The  use  of  a market/product  table,  as  shown  in  Exhibit  IV-3A  can  be  an 
extremely  valuable  marketing  tool  to  be  used  In  the  planning  of  strategy.  It 
focuses  attention  on  an  organisation’s  major  aims  and  spotlights  product  or 
market  areas  that  are  out  of  step. 

Exhibits  IV-4  through  IV-7  describe  situations  in  which  information  services 
organisations  have  approached  these  four  different  types  of  market  and 
product  opportunities. 

The  identification  of  new  product  opportunities  (for  product  development  or 
diversification  strategies)  presents  the  information  services  vendor  with  three 
basic  possibilities: 
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EXHIBIT  IV-4 


MARKET  PENETRATION  STRATEGY;  IN-DEPTH  MARKET  STUDY 

(Name  Withheld) 


• As  a result  of  falling  demand  for  RCS-type  services,  this 
particular  vendor  renewed  efforts  to  make  greater  penetration 
of  its  known  existing  markets  with  current  products.  The 
approach  taken  was  to  leverage  its  in-house  product  and 
industry  sector  expertise  through  the  preparation  of  an  in- 
depth  market  study  (30  - 40  pages).  It  aimed  to  focus  on 
sales  opportunities  and  provide  a high  degree  of  pre- 
qualification prior  to  salesman  Involvement.  Prospects  were 
clearly  identified  and  researched  in  depth. 

• This  activity  took  place  over  a period  of  2 - 3 months  and 
2-3  people  working  beyond  their  normal  day-to-day 
activities. 

• This  strategy  has  resulted  In  a reversal  of  fortunes  In  a 
declining  market  situation  and  has  given  the  company  a 
structured  way  to  continue  its  market  penetration. 
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PRODUCT  DEVELOPMENT  STRATEGY: 

IN-HOUSE  APPLICATIONS  MARKETED  TO  EXISTING  CUSTOMERS 

(Name  Withheld) 


• A remote  computing  services  company  instituted  an  internal 
marketing  opportunity  ideas  programme.  One  of  the  suggestions 
put  forward  was  the  production  of  some  extremely  effective 
in-house  applications  for  sale  to  existing  customers.  These 
were  basically  sales  force  management  systems  that  could  be 
easily  adapted  to  other  specific  industries. 

• The  Idea  was  basically  very  attractive  from  two  standpoints: 

it  would  leverage  the  existing  sales  contracts  and  would  involve 
very  little  further  software  development  costs.  As  a result  it 
has  a high  potential  revenue  with  low  associated  costs. 

• Original  confidence  in  the  simplicity  of  the  scheme  was  fully 
justified  and  it  only  took  six  months  from  the  development 
of  the  original  idea  to  its  implementation.  This  even  included 
a limited  survey  of  the  market. 

• Now,  after  many  sales  and  the  resulting  increases  in  revenue, 
consideration  is  being  given  to  the  generalisation 

of  the  systems  to  other  areas  ~ indeed,  to  any  sales  force 
management  situation. 
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EXHIBIT  IV-6 


MARKET  DEVELOPMENT  STRATEGY: 
GEOGRAPHICAL  EXPANSION  (CISI) 


• As  part  of  CISI's  continuing  market  development  strategy,  they 
planned  to  open  a new  branch  office  In  Normandy.  The  question 
was  where.  This  was  not  a trivial  issue  because  they 

had  already  experienced  problems  by  choosing  the  wrong 
provincial  centre  in  another  district  of  France.  Given  the  long 
time  scales  and  size  of  investment  involved  in  setting  up  branch 
offices,  choosing  the  wrong  city  would  be  a costly  mistake. 

• CISI  approached  this  problem  through  an  In-house  market 
research  initiative.  Two  people  were  assigned  full-time  over  a 
four-month  period  to  gather,  compile,  and  analyse  company 
data  in  order  that  they  could  establish  the  best  location  in 
Normandy  for  the  new  office.  Trade  directories,  government 
offices,  and  the  Agence  de  I'InformatIque  were  all  used  to 
compile  the  necessary  information  that  would  determine  the 
location  that  had  maximum  business  potential. 

• The  result  of  the  survey  was  that  Rouen  emerged  as  the 
clear  favourite.  This  was  interesting  because  prior  to  the 
detailed  research  effort  being  undertaken,  it  was  generally 
felt  that  Le  Havre  would  be  the  most  likely  choice.  CISI  ' 
therefore  felt  justified  in  having  made  the  investment  In 
this  research  effort,  which  gave  them  solid  facts  upon 
which  to  base  their  decision. 

• The  Rouen  office  commenced  operation  in  June  1983  and  was 
officially  opened  in  October  1983.  The  opening  coincided  with 
an  aggressive  and  coordinated  marketing  plan  aimed  at  the 
Normandy  region.  A complete  set  of  marketing  techniques, 
mail  shots,  special  seminars,  advertising,  and  cocktail  parties 
was  used  to  promote  CISI's  product  leadership. 

• These  efforts  have  been  highly  successful  to  date  and  an 
aggressive  budget  has  been  set  for  1984.  This  budget  has 
been  underwritten  by  the  large  number  of  prospects  genera- 
ted by  the  1983  campaign  and  the  level  of  business  achieved 
to  date. 


-68- 


© 1984  by  INPUT.  Reproduction  Prohibited. 


EXHIBIT  IV-7 


DIVERSIFICATION  STRATEGY: 
DEVELOPMENT  OF  DISASTER  RECOVERY  SERVICE 

(Name  Withheld) 


• A large  general-purpose  bureau  services  company  with  signifi- 
cant captive  revenues  was  as  a matter  of  company  policy 
constantly  reviewing  possible  new  product  and  market  oppor- 
tunities. A situation  arose  in  which  a large  IBM  mainframe 
facility  became  available  to  them  as  a result  of  policy  decisions 
made  by  their  parent  corporation. 

• They  were  faced  with  a dilemma.  Although  an  attractive  site  in 
its  own  right,  the  last  thing  that  they  wanted  to  acquire  was  a 
new  bureau  operation,  given  the  market  downturn  for  traditional 
bureau-type  services.  How  could  they  most  profitably  exploit 
this  new  "asset"? 

• A rapid  review  of  current  trends  in  the  market  soon  indicated  a 
possible  solution,  diversification  into  the  "disaster  recovery" 
sector  for  hot-restart  systems.  This  was  the  logical  approach 
and  this  is  what  the  company  set  out  to  do. 

• The  prime  problem  they  faced  in  taking  this  approach  was  finding 
the  right  level  of  management  expertise  to  develop  this  new 
business.  A very  conscious  decison  was  made  to  recruit  new 
staff  quickly  who  had  the  right  level  of  industry  expertise  in 
this  particular  business. 

• To  date  this  has  been  a highly  successful  business  venture. 
Consequent  to  the  business  being  set  up  in  early  1983,  one 
competitor  has  pulled  out  of  the  market  and  another  has  down- 
scaled  its  marketing  efforts.  To  date  sales  quotas  have  been 
achieved,  but  clearly  the  long-term  future  is  still  to  be  assessed. 
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In-house  development. 


Joint  development  with  customer  (or  other  third-party). 

Acquisition. 

Exhibit  IV-8  demonstrates  that  in-house  development  Is  by  far  the  most 
common  occurrence,  with  all  surveyed  companies  using  this  approach  to  one 
extent  or  another. 

Joint  development  with  customers  occurred  in  68%  of  all  cases.  No  other 
possible  third  parties  were  mentioned. 

Acquisition  was  clearly  the  least  popular  avenue,  with  only  18%  of  the  com- 
panies using  this  approach. 

There  was  no  significant  variation  from  these  percentages  when  analysed  by 
the  different  types  of  information  services  activity. 

The  pressure  to  acquire  software  from  outside  resources  is  likely  to  increase, 
particularly  in  the  area  of  PC-related  RCS-type  services. 

One  vendor  reports  that  it  had  to  stop  the  development  of  one  particular 
product  when  it  was  discovered  that  there  was  already  a micro-based  product 
available  in  the  market  that  this  vendor  assessed  as  better. 

With  decreasing  product  life  cycles,  speedy  development  is  becoming  critical. 

The  "make"  or  "acquire"  approaches  to  new  product  development  are  con- 
trasted in  the  examples  described  in  Exhibits  IV- 1 I and  IV- 1 4.  These  exhibits 
describe  completely  opposed  approaches  and  illustrate  some  of  the  criteria 
that  a company  must  evaluate  before  making  a choice. 
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EXHIBIT  IV-8 


APPROACHES  TO  NEW  PRODUCT  DEVELOPMENT 


I n-House 
Development 


Joint  Development 
with  Customers 


Acquisition 


0 20  40  60  80  100% 

Percent  of  Vendors  Using  These  Approaches 
(Multiple  Choices  Allowed) 
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• Timescales,  and  the  availability  of  expert  knowledge  of  the  application  stand 
out  as  being  of  paramount  importance. 

• Joint  development  of  products  with  customers  is  clearly  another  fruitful 
avenue  for  new  product  development  for  some  companies.  Exhibit  IV-9 
reveals  a range  of  attitudes  to  this  approach  - from  wholehearted  enthusiasm 
to  limited  use. 

• One  timesharing  vendor  reported  that  it  has  attempted  to  develop  products 
jointly  with  customers  but  has  not  succeeded. 

• The  sources  of  new  market  and  new  product  opportunities  can  be  vary.  It  was 
stated  earlier  that  these  range  from  formal  procedures  right  down  to  the  most 
casual  contacts. 

• Exhibit  IV- 10  shows  a list  of  all  sources  or  approaches  specifically  identified 
and  the  number  of  mentions  for  each  one. 

• Some  form  of  research  was  an  important  ingredient  of  the  process  for  most 
companies,  as  was  to  a lesser  extent  the  involvement  of  top  management. 

• General  feedback  from  customers  and  salespeople  and  the  studying  of  compet- 
itive moves  were  also  relatively  significant  in  terms  of  number  of  mentions. 

• One  company  mentioned  that  they  specifically  set  out  to  interview  their  large 
customers. 

• Several  companies  put  some  effort  into  obtaining  "lost-order"  and  "lost- 
opportunity"  analysis  information  from  salespeople.  This  type  of  effort  is 
often  neglected  because  it  requires  effort  and  discipline.  It  Is,  however, 
extremely  fruitful  for  those  organisations  that  can  overcome  the  management 
inertia  and  sales  force  resistance  to  this  activity. 
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EXHIBIT  IV-9 


VENDOR  COMMENTS  ON  JOINT 
PRODUCT  DEVELOPMENT  WITH  CUSTOMERS 


• We  do  technical  development  work  with  customers  - we  call  it  our 
Professional  Services  Croup. 

• We  have  used  external  groups  (e.g.,  consultants)  to  develop  software. 
Software  authors  gain  exclusivity  for  approximately  two  years  before 
product  is  given  up  to  general  market  - restriction  may  be  by 
particular  machine. 

• Develop  a "one-off"  and  try  to  negotiate  rights  to  sell  product. 

• We  have  done  technical  development  work  with  customers  but  this 
has  not  been  deliberately  sought. 

• Yes  - to  mitigate  costs. 

• We  do  this  a lot  - mostly  new  products.  Take  a software  product 
for  a new  company  and  negotiate  rights. 

• Have  attempted  but  not  succeeded. 

• We  do  this  all  the  time  - maintain  quality  of  product. 

• Yes  - fairly  small  proportion,  but  worth  doing. 
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EXHIBIT  IV-10 


SOURCES  OF  NEW  MARKET  AND  PRODUCT  OPPORTUNITIES 


SOURCE  OF  IDEAS  OR  APPROACH 

NUMBER  OF 
MENTIONS 

Research 

17 

Top  Management 

14 

Customers 

12 

Company  Salesmen 

9 

Competitions 

5 

Reviewing  U.S.  Markets 

1 

Computer  Manufacturers'  Product 
Developments 

1 

Delphi  Method 

1 

Attendance  of  Seminars 

1 

Searching  Industry  Journals 

1 

Joint  Sponsorship  of  New  Technology 
Information  Service 

1 
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Another  method  of  note  was  a system  of  monthly  reports  on  the  product  and 
its  market.  The  necessary  discipline  implied  in  this  effort  and  the  range  of 
staff  that  could  contribute,  if  only  indirectly,  brought  opportunities  to  light 
for  further  consideration. 

One  company  belonged  to  an  industry  club  in  which,  together  with  other 
companies,  it  was  able  to  afford  the  sponsorship  of  a technical  research 
organisation  to  provide  regular  newsletters,  reports,  etc.  on  industrial, 
technological,  and  economic  trends. 

Exhibit  IV- 1 1 describes  one  company's  approach  to  the  identification  of  new 
market  and  product  opportunities. 

EVALUATION  OF  MARKET  AND  PRODUCT  OPPORTUNITIES 

Information  services  vendors  face  an  enomous  variety  and  range  of  market 
opportunities.  The  difficulty  is  being  able  to  select  those  that  are  going  to  be 
most  beneficial  to  the  organisation,  are  most  suited  to  its  experience  and 
business  aims,  and  are  therefore  most  likely  to  be  successful. 

Some  companies  approach  this  important  process  in  an  organised  way  with 
clear  pre-established  criteria  against  which  to  judge  potential  new  markets 
and  products.  The  majority,  as  was  seen  in  Exhibit  IV- 1C,  do  not.  Some 
comments  on  this  topic,  made  by  the  companies  interviewed,  are  shown  in 

Exhibit  IV- 12. 

Exhibit  IV- 1 3 presents  a checklist  of  some  of  the  principal  criteria  that 
management  must  evaluate  when  selecting  new  market  opportunities. 

Criteria  are  classified  as: 

Market  criteria  - the  characteristics  of  the  market  under  review. 
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EXHIBIT  IV-11 


IDENTIFYING  A NEW  OPPORTUNITY  - HOTEL  SYSTEMS 


• A major  U.S. -owned  supplier  of  network  and  software  services 
(name  withheld)  was  constantly  searching  for  new  marketing 
opportunities.  Their  identification  process  is  conducted  within 
an  overall  strategic  aim  of  industry  specialisation.  One  area 
of  particular  interest  was  "leisure,"  and  this  in  turn  led  to 

an  examination  of  the  hotel  business  as  a possible  new  area  of 
opportunity. 

• The  analysis  indicated  that  there  existed  a niche  for  a complete 
service  vendor.  There  appeared  to  be  few  computer  pro-  - 
fessionals  in  this  area,  and  thus  a package/service  that  could 
offer  a complete  system  and  deliver  a complete  service  would 
meet  the  latent  needs  of  the  market. 

• The  problem  of  developing  the  system  was  met  by  adopting  an 
in-house  strategy.  The  company  specifically  went  out  to  recruit 
hotel  professionals,  people  who  understood  the  hotel  business  but 
not  the  computer  business.  The  company  felt  that  they  could 
successfully  train  their  new  recruits  and  develop  the  requisite 
skills. 

• They  had  correctly  assessed  their  own  strengths  and  weaknesses 
In  tackling  a specialized,  and  for  them,  new  market: 

- They  already  had  in-house  the  necessary  technical  computer 
skills. 

- Their  weakness  was  the  lack  of  specialised  commercial 
knowledge  in  the  hotel  business. 

• The  successful  development  of  the  system  has  been  attributed  to 
the  creation  of  a tightly  knit  software  development  team  that 
blended  the  in-house  technical  skills  with  the  professional  busi- 
ness knowledge  of  the  hotel  industry. 

• Clearly  established  and  highly  visible  objectives  enabled  the  team 
to  develop  an  effective  system  in  a tight  timescale.  The  key  word 
In  this  development  was  "focus";  all  efforts  were  engaged  in  the 
common  team  objectives. 


Continued 
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EXHIBIT  IV-n  (Cont.) 


IDENTIFYING  A NEW  OPPORTUNITY  - HOTEL  SYSTEMS 


• Another  vital  aspect  of  the  market  concerned  pricing.  It  was 
felt  that  the  level  of  uncertainty  about  costs  was  of  concern 
and  thus  this  problem  was  tackled  with  a fixed  price  offer  over 
a three-year  period. 

• The  resulting  product  was  launched  over  two  years  ago  (from 
time  of  this  writing)  and  has  achieved  150%  sales  growth  over 
the  original  target.  The  acceptance  of  the  product  in  the 
marketplace  has  been  so  good  that  the  company  has  established 
itself  as  the  market  leader. 
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EXHIBIT  IV-12 


VENDOR  COMMENTS  ON  NEW  MARKET  AND 
PRODUCT  OPPORTUNITY  EVALUATIONS 


• Decisions  are  made  against  a general  backdrop  of  "Strategic  guide- 
lines" and  "investment  criteria". 

• Our  strategic  planning  group  may  identify  new  markets.  The 
Product  Innovation  Group  came  up  with  new  ideas  that  may  or 
may  not  be  in  the  strategic  areas  already  identified. 

• The  rate  of  growth  of  the  sector  is  important  to  us. 

• Product  deficiencies  and  market  opportunities  are  looked  at  in 
formal  reviews. 

• We  have  a formal  approach  using  a multicriterion  system. 

• We  will  probably  use  marketing  research  consultants  in  the  future. 


• We  take  suggestions  from  customers,  look  at  our  competitors,  and 
then  management  must  reach  a decision. 
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EXHIBIT  IV-13 


MARKET  OPPORTUNITY  EVALUATION 


MARKET  CRITERIA 

• Market  Growth  Potential 

• Potential  Size  of  Market 

• Are  Competitors  Weak  or  Strong? 

• Matching  of  Product  to  Meet  Customer 
Needs 

COMPANY  CRITERIA 

• In  Keeping  with  Company  Objectives? 

• Within  Scope  of  Present  Business? 

- Established  Market  Position 

- Reputation 

- Company  Size 

- Development  Capability 

• Technological  Lead 

• Potential  Advantages  over  Competitors 

• Company  Financial  Resources 

- Capital 
Expenditure 

• Buyer/Seller  Relationships 
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Company  criteria  - an  assessment  of  the  relevant  strengths  and  weak- 
nesses that  will  affect  an  organisation's  ability  to  develop  that  market. 

• Clearly  the  greater  the  strengths,  the  smaller  the  risk  that  an  organisation 
faces  - the  more  prevalent  the  weaknesses,  the  greater  the  risks. 

• Marketing  research  and  marketing  information  systems  can  be  important 
supportive  mechanisms  for  supplying  answers  to  these  questions  (see  Chapter 
VII,  section  C). 

• The  market/product  table  shown  in  Exhibit  IV-3A  shows  that  the  diversifica- 
tion strategy  is  most  likely  to  contain  the  greatest  risks. 

• Attempting  to  change  too  many  of  the  variables  at  the  same  time  can  lead  to 
a dramatic  increase  in  the  problems  encountered  because  of  the  lack  of 
experience  in  each  constituent  area. 

• On  the  other  hand  It  is  often  the  case  that  the  lower  the  risks,  the  lower  the 
rewards.  Clearly  these  factors  must  be  carefully  evaluated. 

• Exhibit  IV- 1 4 describes  BARIC's  evaluation  of  a new  VIDEOTEX-based  system 
for  tour  operators. 

B.  SELECTING  TARGET  MARKETS 


• Target  marketing  Is  a fundamental  step  in  the  formulation  of  a marketing 
strategy  because  it  defines  the  potential  audience  at  which  a company's 
marketing  programmes  will  be  directed.  (Marketing  programmes  are  dis- 
cussed in  Chapters  V and  VI). 
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EXHIBIT  IV-14 


EVALUATING  A MARKETING  OPPORTUNITY  - 
VIDEOTEX  TOUR  OPERATORS'  SYSTEMS 


• BARIC,  the  computer  bureau  jointly  owned  by  I CL  and  Barclays 
Bank,  is  an  information  services  vendor  offering  a variety  of 
services  ranging  from  traditional  batch  processing  through 
remote  computing  services  and  facilities  management. 

• Like  many  service  companies  today,  their  product  service  is 
changing  rapidly.  They  continuously  review  their  product 
strategy  seeking  to  eliminate  areas  of  the  business  that  they 
consider  not  to  be  sufficiently  profitable  for  the  long  term 
and  to  expand  into  market  areas  where  sound,  profitable 
business  sectors  can  be  developed. 

• BARIC  is  therefore  primarily  concerned  with  the  long-term 
profit  projection  when  evaluating  new  market  opportunities 
in  the  light  of  investment  criteria.  Clearly  strategic  guide- 
lines must  be  met  as  well. 

• About  two  years  ago  BARIC  identified  the  area  of  holiday 
bookings  as  potentially  of  considerable  interest.  The  market 
leaders  in  the  packaged  holiday  business.  Horizon  and  Thomson,i 
had  both  independently  developed  VIEWDATA-based  systems  for 
travel  agents  to  ease  holiday  selection  and  booking. 

• This  interested  BARIC  considerably  because  of  its  interest  in 
potential  VIDEOTEX  applications.  BARIC  believes  that  VIDEOTEX 
should  be  seen  as  a non-DP  application.  It  sees  VIDEOTEX 

as  non-technique-oriented,  but  concerned  with  providing  parti- 
cular functions  for  the  segment  of  the  general  public  that  does 
not  possess  DP  skills.  Travel  agents  fit  this  profile  well. 

• Furthermore,  the  market  potential  appears  to  be  very  large. 
Large  companies  in  the  business  (like  Horizon  and  Thomson)  had 
been  able  to  afford  the  development  of  their  own  independent 
systems,  but  there  were  many  smaller  organisations  that  could 
not. 

• A close  examination  of  the  market  revealed  that  the  target 
market  consisted  of  those  companies  ranking  10th  to  80th 
among  tour  and  package  holiday  operators.  BARIC's  evaluation 
indicated  that  these  companies  were  large  enough  to  be  able  to 
afford  and  benefit  from  a bureau-based  viewdata  service,  but 
were  not  of  sufficient  size  to  be  able  to  make  it  worthwhile  to 
develop  their  own. 


Continued 
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EXHIBIT  IV-14  (Cont.) 

EVALUATING  A MARKETING  OPPORTUNITY  - 
VIDEOTEX  TOUR  OPERATORS'  SYSTEMS 


• The  market  also  appeared  attractive  from  a continued  growth  stand- 
point, as  it  would  open  up  opportunities  to  develop  into  associated 
areas  like  the  software  implementation  of  tour  catalogue  processing. 

• A further  attractive  feature  of  this  potential  new  market  was  the 
lack  of  competition.  There  were  really  only  two  other  competitors 
offering  some  kind  of  holiday-booking  processing  services  in  the 
market  at  that  time  and  one  of  these  was  offering  a system  that 
was  very  old  and  losing  business.  Neither  had  achieved  much 
penetration  into  the  market. 

• Having  identified  this  attractive  marketing  opportunity,  BARIC  was 
faced  with  the  question  of  developing  a product.  Although  BARIC 
had  expertise  in  VIDEOTEX  applications  in  general,  they  did  not 
have  any  specialised  knowledge  of  holiday-booking  systems. 
Furthermore,  they  were  concerned  about  the  possibly  lengthy 
timescales  involved  in  an  in-house  development.  They  did  not 
wish  to  see  their  window  of  opportunity  closing  before  they  could 
get  a product  launched. 

• A concerted  effort  was  therefore  instituted  to  seek  out  a possible 
outside  purchase  of  a system.  BARIC  was  fortuitous  in  identifying 
such  a package,  which  had  been  developed  by  a small  software 
house.  The  software  house  was  bankrupt  and  BARIC  was  able  to 
purchase  their  VIDEOTEX-based  system  from  the  receiver.  The 
entire  market  selection  and  product  identification  process  was 
completed  within  four  months. 

• One  of  the  problems  faced  by  information  services  companies  when 
they  buy  a software  package  In  circumstances  such  as  these  Is  that 
it  Is  difficult  to  retain  the  software  and  applications  expertise  of  the 
staff  that  developed  the  package.  All  too  often  the  vendor  is  left 
with  a package  that  cannot  be  implemented  or  supported. 

• BARIC  overcame  this  particular  problem  In  a novel  way.  Instead  of 
attempting  to  recruit  the  personnel  who  had  developed  the  package, 
BARIC  developed  an  arrangement  whereby  BARIC  would  introduce 
these  developers  to  purchasers  of  the  system  with  a view  to  the 
purchasers  hiring  the  developers  as  consultants.  In  practice,  this 
arrangement  has  worked  extremely  well. 


Continued 
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EXHIBIT  IV-14  (Cont.) 


EVALUATING  A MARKETING  OPPORTUNITY  - 
VIDEOTEX  TOUR  OPERATORS'  SYSTEMS 


• The  package  was  launched  by  BARIC  as  "HOLIDAYMASTER" , 
based  on  ICL  ME29  equipment.  The  VIDEOTEX  link  allowed  travel 
agents  to  directly  access  the  company's  electronic  brochure  from 
the  existing  viewdata  set  that  most  of  them  already  had  in  their 
shops. 

• The  service  included  full  administrative  backup  and  full  reports 
(either  on-line  or  daily)  to  cover  seat  roles  and  allocation,  hotel 
bookings,  room  utilisation,  and  other  factors.  The  charging 
mechanism  is  based  only  on  the  reservations  actually  made  by  the 
company. 

• BARIC  has  been  very  pleased  with  the  market  success  of  HOLIDAY- 
MASTER.  It  achieved  twice  the  expected  number  of  rules  in  the 
first  year  and  had  a strong  upward  trend  In  its  record  first  full 
year  of  sales. 

• BARIC  attributes  its  success  to  a number  of  factors;  good 
market  selection  techniques,  the  identification  of  a substantial 
market  opportunity,  the  formulation  of  a credible  and  carefully 
thought  out  marketing  plan,  and  the  application  of  professional 
resources  (using  both  people  who  know  the  business  and  dedi- 
cated sales  resources). 
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Target  marketing  is  based  on  the  concept  of  market  segmentation.  It  arises 
from  the  fact  that  most  markets  (including  information  services  markets)  are 
too  big  and  too  diversified  to  have  their  needs  met  by  any  one  product. 

In  this  situation  it  is  possible  to  view  the  market  as  a number  of  manageable 
groups,  the  constituents  of  which  share  relatively  similar  characteristics  in 
terms  of  their  need  for  products  and  their  buying  behavior. 

It  is  thus  possible  to  break  down  Information  services  markets  into  segments 
based  on  such  criteria  os  machine  type,  geographic  area,  vertical  industry, 
size  of  company,  etc. 

Market  segmentation  is  a very  central  issue  for  the  Information  services 
companies  surveyed.  This  was  clearly  demonstrated  in  their  organisational 
structures  and  attitudes.  The  Importance  of  the  issue  Is  not  surprising  given 
the  very  distinct  and  separate  needs  of  information  services  customers  and 
the  high  degree  of  specialisation  that  exists  within  the  industry. 

Exhibit  IV- 1 5 tabulates  the  degree  of  market  segmentation  that  was  observ- 
able in  the  organisation  structures  of  the  companies  studies. 

Exhibit  IV- 1 6 provides  two  examples  of  the  kind  of  segmentation  that  is  used 
by  companies  in  focusing  their  soles  forces  and  marketing  efforts  onto  their 
selected  target  markets. 

It  can  be  seen  that  service  product  function  and  vertical  markets  are  the  most 
predominant  factors  (with  geographic  areas  also  being  important  at  the  secon- 
dary level). 

Information  services  companies  consider  an  even  wider  selection  of  market 
segmentation  criteria  than  is  indicated  by  their  organisational  structures. 
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EXHIBIT  IV-15 


USE  OF  SEGMENTATION  CRITERIA  IN  THE  ORGANISATIONAL 
STRUCTURES  OF  INFORMATION  SERVICES  COMPANIES 


Service/ Product 
Function 


Vertical 


Geography 


Company  Size 


Computer 

Manufacturer 


No  Regimentation 
Criteria  Used 


First  Level 


Second  Level 


Third  Level 


(Multiple  Choices  Allowed) 
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EXHIBIT  IV-16 


EXAMPLES  OF  SEGMENTATION  WITHIN  THE 
ORGANISATIONS  OF  INFORMATION  SERVICES  COMPANIES 


Segmentation  Product/  End-User 

Criteria  Application  Vertical  Market  Geographic 


Segmentation  Company  Computer 

Criteria  Size  Geographic  Manufacturer 
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Pilot  marketing  of  products  into  new  market  areas  and  the  relatively  small 
size  of  the  organisation  in  terms  of  people  are  important  contributory  factors 
to  this. 

When  respondents  were  separately  asked  to  define  the  segmentation  criteria 
they  used,  a slightly  different  picture  emerged. 

Exhibit  IV- 1 7 lists  all  those  used  in  some  way  by  the  companies  studied  and 
the  number  of  mentions  in  each  case. 

The  range  of  possible  market  segmentation  factors  is  enormous  but  clearly  not 
all  of  them  are  going  to  be  equally  useful.  It  is  important  that  management 
select  those  that  are  significant  and  relevant  to  their  particular  product. 

The  characteristics  of  a market  segment  that  will  indicate  its  degree  of 
usefulness  for  market  targeting  are: 

Measureability. 

Accessibility. 

Substantiality. 

Actionability. 

Measureability;  Can  the  identified  characteristics  be  measured  readily?  For 
example  company  size,  the  number  of  employees,  and  annual  revenue  are 
usually  easily  identified  and  in  consequence  are  probably  very  good  market 
segmentation  criteria. 

Accessibility;  Are  the  data  needed  to  conduct  the  segmentation  analysis 
readily  available?  The  degree  to  which  this  is  the  case  will  affect  the  data's 
usefulness  as  a criterion.  Company  size  data  is  usually  very  readily  available. 
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EXHIBIT  IV-17 


INCIDENCE  OF  MARKET  SEGMENTATION  CRITERIA 


SEGMENTATION  CRITERIA 

NUMBER  OF 
MENTIONS 

VERTICAL  MARKET 

Finance/Banking 

5 

Manufacturing 

5 

Distribution 

4 

Engineering 

3 

Government 

2 

T ravel /Tourism 

2 

Medical 

1 

Legal 

1 

Real  Estate 

1 

Accounting  Professions 

1 

GEOGRAPHIC 

5 

COMPANY 

Revenue  Size 

5 

Number  of  Employees 

3 

Asset  Size 

1 

Profit 

1 

Multinational 

1 

INSTALLED  COMPUTER 

IBM 

3 

BULL 

1 

ICL 

1 

DEC 

1 

SIEMENS 

1 

UNIX  Operating  System 

1 
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Substantiality;  Will  the  criteria  result  in  a segnnent  that  is  sufficiently  large 
to  justify  the  analysis?  In  other  words  is  the  product  applicable  to  many 
customers?  It  is  pointless  to  artificially  fragment  the  market  into  segments 
that  are  not  going  to  represent  targeted  economic  markets. 

Actionability;  Does  the  analysis  result  in  the  definition  of  market  segments 
that  can  be  actioned?  Can  practical  use  be  made  of  those  segments  in  order 
to  formulate  marketing  plans? 

If  these  criteria  are  applied  to  the  possible  segmentation  factors,  then  useful 
and  realistic  market  segments  can  be  defined.  These  will  aid  the  marketing- 
oriented  company  to  strengthen  existing  market  positions  and  develop  more 
effective  marketing  plans  for  new  products. 

A market  segmentation  exercise  can  focus  on  such  problems  as  marketing  too 
wide  a potential  base  with  too  few  resources.  It  can  put  emphasis  on  selling 
to  the  potentially  most  profitable  segments. 

Marketing  segmentation  can  sometimes  lead  to  the  identification  of  potential 
markets  that  might  otherwise  have  been  overlooked. 

Companies  lacking  a marketing  orientation  quite  often  fail  to  learn  enough 
about  their  existing  customers. 

For  example,  there  could  be  a lack  of  awareness  of  a subsegment  where  the 
company's  products  could  be  sold  more  effectively  and  more  profitably. 

It  could  be  that  an  existing  product  appeals  to  a new  group  of  potential 
customers  that  has  not  yet  been  recognised. 
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• It  can  help  to  focus  management  attention  on  customer  groups  within  which 
the  appeal  of  the  product  is  fading.  These  groups  can  thus  form  the  basis  of 
corrective  action  to  increase  sales  and  profits  in  these  declining  areas. 

• A segmentation  analysis  could  reveal  customer  wants  or  needs  that  are  not 
obvious  to  the  competition.  In  this  situation  a company  can  adjust  its  mar- 
keting programmes  to  exploit  this  advantage. 

• Market  segmentation  should  not  be  thought  of  as  a one-off  exercise.  Markets 
are  continually  changing.  Customer  needs,  preferences,  and  buying  behavior 
can  change  quite  rapidly,  particularly  in  the  information  services  industry. 

• Segmentation  exercises  are  especially  important  In  situations  such  as  de- 
clining sales  for  a particular  product,  or  the  arrival  of  a new  competitor 
and/or  product  on  the  market. 

• Segmentation  exercises  are  of  particular  importance  whenever  the  company 
plans  major  product  enhancements  or  new  product  decisions. 

• The  market  segmentation  process  provides  the  data  upon  which  the  target 
market  selection  process  can  be  based. 

• Selecting  which  potential  customers  to  target  is  one  of  the  most  important 
marketing  decisions  that  a company  can  make.  The  company  must  try  to 
discover  the  best  segments  of  the  market  for  its  own  mix  of  products  and 
support  capabilities  and  make  the  decision  on  how  many  of  these  segments 
should  be  covered. 

• Selecting  target  markets  is  in  reality  a continuation  of  the  market  evaluation 
process  discussed  in  section  A2  above.  Instead  of  considering  the  comparison 
of  different  markets  we  are  now  considering  the  comparison  of  different 
segments  within  one  market.  Nevertheless,  similar  criteria  apply  and  a list  of 
criteria  similar  to  those  shown  in  Exhibit  IV- 1 3 can  be  used.  A target  market 
evaluation  checklist  is  shown  in  Exhibit  IV- 1 8. 


-90  - 


© 1984  by  INPUT.  Reproduction  Prohibited. 


INP 


EXHIBIT  IV-18 


TARGET  MARKET  SEGMENT  EVALUATION 


PRODUCT  CRITERIA 

• Product  Homogeneity 

• Stage  in  the  Life  of  the  Product 

• Competitive  Marketing  Strategy 

• Profitability 

MARKET  CRITERIA 

• Market  Growth  Potential 

• Potential  Size  of  Market 

• Are  Competitors  Weak  or  Strong? 

• Matching  of  Product  to  Customer 
Needs 

COMPANY  CRITERIA 

• In  Keeping  with  Company  Objectives 

• Within  Scope  of  Present  Business 

- Established  Market  Position 

- Reputation 

- Company  Size 

- Development  Capability 

• Technological  Lead 

• Potential  Advantages  of  Competitors 

• Company  Financial  Resources 

- Capital 

- Expenditure 

• Buyer/Seller  Relationships 
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• Some  comments  made  by  the  information  services  companies  surveyed  on  the 
subjects  of  market  segmentation  and  market  targeting  are  shown  in  Exhibit 
IV- 1 9 

• The  broad  conclusion  that  can  be  drawn  from  this  particular  study  can  be 
expressed  in  two  parts. 

On  the  one  hand  there  is  wide  acceptance  and  knowledge  of  market 
segmentation  as  a basic  marketing  technique.  Because  vertical 
markets  often  have  had  very  particular  data  processing  needs,  com- 
panies have  been  formed  to  meet  the  needs  of  particular  vertical 
markets. 

However,  on  the  other  hand  there  was  little  evidence  to  suggest  that 
the  techniques  and  the  marketing  thinking  implied  by  segmentation  and 
targeting  are  applied  to  customer  needs  and  wants  in  any  systematic 
fashion  or  that  segmentation  criteria  were  reviewed  very  frequently. 

• Information  services  companies  are  recommended  to  further  exploit  these 
segmentation  and  targeting  techniques  In  order  to  more  closely  relate 
company  products  to  the  most  profitable  market  opportunities. 
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EXHIBIT  IV-19 


VENDOR  COMMENTS  ON  MARKET  SEGMENTATION  AND  TARGETING 


• We  are  very  conscious  of  the  need  to  segment  the  market  and  think  in 
this  sort  of  way. 

• Market  segmentation  is  sometimes  done  on  a tactical  basis;  we  may  ex- 
plore this  fully  in  the  future. 

• The  company  is  not  interested  in  either  the  manufacturing  or  the  retail 
sectors.  Our  aim  is  to  grow  out  of  a niche  position  into  the  vertical 
markets  where  our  specialisation  has  given  us  particular  advantages. 

• The  company  considers  that  specialisation  is  necessary. 

• We  are  wholly  oriented  towards  specific  industry  areas  for  Information 
Services. 

• We  are  looking  for  areas  where  targeted  and  existing  horizontal  and 
vertical  markets  intersect,  thus  indicating  areas  of  strength  for  us. 

• We  are  constantly  looking  for  areas  of  tighter  focus  in  order  to 
increase  our  market  share  and  command  a higher  price  tag. 

• We  find  that  although  we  can  establish  niche  market  positions,  we 
often  do  not  have  enough  people  to  expand  out  of  the  niche.  One  must 
have  the  application  expertise  as  well  as  the  data  processing  knowledge. 
As  a result,  more  niches  die  than  live. 

• There  are  some  8-10  possible  sections  of  our  vertical  market  that  we 
have  identified  - of  these  only  5-6  are  being  targeted. 

• We  look  at  vertical  markets  first,  then  look  for  horizontal  commonalities. 

• Our  targeting  is  affected  by  our  long-term  assessment  of  profitability. 

• We  have  targeted  one  particular  area  in  decline  - which  is  an  end 
game  strategy. 


- 93  - 

© 1984  by  INPUT.  Reproduction  Prohibited. 


INPUT 

MMKE 


.... 


■Ti, ' ' 


■ '-A 


. y - . '"■■■.' 

•.V'  .>./■•• 

l'f'0' 

= "77 

0: 

■;7A-iri;„^.rv^',.! 

..V'V;; 

,’  ^‘  7;' 

; ;'}i 

:tsi  ;iilpiT' 


■\^ A'  r.mu  V 


■;M 


■■n- 


.;i^ 


•.■'••'S',.! 


riKn’'.  a^“;7T 

: 7'  ■ ■■"  :;7 

7 . ; ■ ,;.  '7: ^ 

' ' ' 0}0^7.imiM^lxSM 

iflfe^raWSilBWwyjw* : '•;; V<' ^ ,„  _ „ 


,r.«  .in^v  ^'S^li.MW^'<^AV;^Mi^'(^^ 

~'j^||ijCj 

.y 

-.1 


' CJ- 


M‘ 


A '»S!«W'i 


1 


V INFORMATION  SERVICES  PRODUCT  MARKETING 


1 

‘J£ 


f • 


i 


J 


V 


INFORMATION  SERVICES  PRODUCT  MARKETING 


• Once  the  basic  product  and  its  target  market  have  been  established,  the 
information  services  vendor  is  faced  with  product  marketing  issues. 

• In  exactly  what  form  will  the  product  be  offered  and  how  will  it  be  presented 
to  the  marketplace? 

• The  key  product  marketing  issues  can  be  conveniently  grouped  under  three 
headings: 

Positioning. 

Quality  and  service. 

Pricing. 

• These  three  aspects  of  product  marketing  are  discussed  in  the  remainder  of 
this  section. 


A.  PRODUCT  POSITIONING 


• Once  the  decision  has  been  taken  to  target  a particular  market  segment, 
management  must  decide  exactly  how  the  segment  is  going  to  be  entered. 
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• It  may  be  that  competitors  are  already  active  in  the  sector  (e.g.,  see  the 
example  given  in  Exhibit  VI-7).  If  this  is  the  case,  then  how  can  the  new 
product  be  differentiated  from  the  competitors'  established  products? 

• In  general,  it  would  be  unwise  to  attempt  to  enter  a market  segment  head-on 
against  a well-established  competitor. 

• Management  must  be  quite  clear  in  analysing  the  rationale  for  their  new 
product.  Is  it  going  to  succeed  because  it  has  clear  benefits  and  advantages 
over  existing  products  or  because  the  market  Is  sufficiently  large  to  justify 
several  similar  products  from  different  vendors? 

• Clearly  if  no  competitor  is  present  in  the  targeted  market  segment,  then 
product  positioning  entails  decisions  on  how  the  product  should  be  presented. 

• In  this  situation  the  challenge  will  concern  the  conditioning  of  potential 
customers  to  the  idea  of  an  unfamiliar  and  new  concept,  and  this,  of  course, 
presents  its  own  particular  problems. 

• The  key  to  the  Idea  of  product  positioning  can  be  Illustrated  by  means  of  a 
product  position  map,  an  example  of  which  is  shown  In  Exhibit  V-l. 

• The  product  position  map  is  a useful  tool  to  enable  marketing  managers  to 
gain  insight  Into  the  relative  position  of  their  product  vis-a-vis  competitors'. 

• In  Exhibit  V-l  two  product  criteria,  price  and  functionality,  are  used  as  axes. 
Three  products  are  plotted.  Product  X Is  the  highest  priced  product,  with 
relatively  extensive  functionality.  Product  Z has  very  similar  levels  of 
functionality  but  is  offered  at  a lower  price.  Clearly  product  Z is  highly 
competitive  with  X and  presents  a considerable  challenge. 
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EXHIBIT  V-1 


EXAMPLE  OF  A PRODUCT  POSITION  MAP 
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Product  Y attacks  quite  a different  area  of  the  market,  namely  that  for  a 
low-priced,  limited-functionality  product.  This  product  is  in  quite  a different 
area  of  the  market  segment.  Its  unique  position  would,  for  example,  represent 
a good  position  to  enter  this  particular  market  os  it  avoids  direct 
confrontation  with  established  products. 

In  adopting  this  technique  it  is  clear  that  it  may  be  desirable  to  consider  a 
product’s  position  in  the  market  relative  to  several  important  characteristics 
and  not  be  restricted  to  just  two  as  shown  in  this  example. 

If  this  is  the  case  then  it  is  probably  advisable  to  draw  a number  of  position 
maps,  selecting  raise  of  parameters  in  turn.  It  would  perhaps  be  possible  to 
draw  a three-dimensional  map  if  it  were  considered  that  the  extra  complexity 
involved  was  worthwhile  in  terms  of  analytical  clarity. 

In  practice,  marketing  management  will  have  to  exercise  considerable 
judgement  with  regard  to  the  positioning  of  their  own  and  competitors' 
products  on  such  a map.  Generally  this  analytical  effort  is  well  repaid  by  the 
resulting  insights  into  relative  product  market  position. 

A list  of  some  of  the  possible  characteristics  that  could  be  important  in  the 
analysis  of  information  services  product  is  given  In  Exhibit  V-2.  Clearly  not 
all  will  be  relevant  or  critical  in  every  situation. 

In  addition  to  the  situation  of  new  market  entry  referred  to  above,  the  same 
technique  can  be  fruitfully  applied  to  existing  products. 

Management  may  wish  to  reposition  a product  in  a market  if  management  is 
not  satisfied  with  its  performance.  The  product  position  map  technique  can 
be  an  invaluable  tool  In  such  a situation. 

The  supplier  of  product  X,  as  shown  In  Exhibit  V-l,  may  not  have  fully 
appreciated  the  threat  to  its  position  from  competitive  product  Z (if  the 
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EXHIBIT  V-2 


SOME  POSITIONING  CRITERIA  FOR 
INFORMATION  SERVICES  PRODUCTS 


• Reliability 

• Response  Time 

• Ease  of  Use 

• Overall  Quality 

• Level  of  Facilities /Comprehensiveness 

• Suitability  to  Specialised  Market 

• Speed  of  Implementation 

• Engineering  Maintenance  Services 

• Support  Capabilities 

• Price  Complexity 

• Software  Compatibility 

• Host  System 
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supplier  had  not  correctly  assessed  Z*s  similar  functionality  but  significantly 
lower  price). 

Another  competitive  strategy  that  can  benefit  from  the  use  of  this  technique 
is  the  introduction  of  product  variants.  For  example,  the  supplier  of  product 
X could  respond  to  some  extent  to  the  threat  posed  by  product  Z by 
Introducing  a low-cost,  reduced-fuctionality  version,  product  Y. 

One  information  services  vendor  interviewed  had  adopted  just  this  approach  to 
counter  poor  sales  of  a general  business  application  package.  A product 
review  indicated  that  the  package  offered  too  many  facilities,  which  resulted 
in  its  appeal  being  limitd  to  a very  few  potential  customers. 

This  Illustrates  an  essential  point  that  must  always  be  borne  in  mind  when 
undertaking  product  position  map  analyses:  There  must  be  a realistic  market 
size  available  for  the  selected  position  to  be  viable. 

This  particular  vendor  reduced  the  availability  of  functions,  made  it  available 
on  a smaller,  lower  cost  processor,  and  was  able  to  speed  up  the 
implementation  time  considerably. 

The  vendor  warned  that  whilst  implementation  losses  could  be  made  up 
through  processing  charges  on  the  sale  of  larger  systems,  this  was  no  longer 
the  case  for  smaller  systems. 

Repositioning  products  and  the  introduction  of  product  variants  were  familiar 
concepts  to  the  information  services  companies  interviewed. 

Around  half  were  able  to  mention  some  specific  repositioning  activity  and 
nearly  three  quarters  of  those  interviewed  were  able  to  describe  product 
variants  that  had  been  Introduced. 
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The  prevalence  of  new  product  introductions  was  not  surprising  in  view  of  the 
continuing  influx  of  minis  and  personal  computers  into  the  information 
services  scene. 

For  example  it  is  instructive  to  point  to  the  clear  strategy  being  adopted  by 
Comshare  with  its  Wizard  product.  Wizard  is  available  as  a remote  computer 
service,  as  a package  on  a personal  computer,  and  as  standalone  software  for 
sale  to  users  or  large  systems. 

Some  examples  of  comments  made  by  the  information  services  vendors 
interviewed  in  this  survey  are  given  in  Exhibit  V-3. 

In  summary  the  analysis  of  market  positions  using  the  technique  of  product 
position  maps  can  be  a most  valuable  aid  to  marketing  management. 

Analysing  market  successes  and  market  failures  in  this  way  as  a continuous 
process  leads  to  the  creation  of  a valuable  base  of  knowledge  and  experience. 
This  base  can  be  drawn  upon  when  launching  new  products  or  repositioning 
products  to  achieve  more  successful  and  profitable  market  positions.  It  also 
enhances  the  introduction  of  product  variants  to  more  fully  utilise  the 
investment,  experience,  and  market  success  that  has  already  been  achieved. 

Overall,  clear  product  position  analysis  provides  the  information  services 
vendor  with  the  benefits  of: 

Sharpened  definition  of  the  business. 

Detection  of  shifts  in  the  market. 

Definition  of  differences  between  market  segments. 

Highlighting  of  gaps  in  the  market. 
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EXHIBIT  V-3 


VENDOR  COMMENTS  ON  REPOSITIONING  AND  PRODUCT  VARIATIONS 


• Our  basic  product  is  the  man  day  - we  are  constantly  looking  for 
ways  of  dressing  this  up  to  look  more  attractive  to  the  customer, 
e.g.,  fixed  price,  TSM,  etc. 

• We  had  a very  general  package  that  we  customised  to  appeal  to 
various  markets. 

• We  have  to  introduce  product  variants  for  various  European  markets 
(banking  applications). 

• We  have  extended  the  market  for  some  of  our  products  by  adding 
VIDEOTEX  capability. 

• Application  packages  are  redirected  specifically  at  certain  sectors. 

• Our  payroll  package  was  complex  and  not  profitable  - so  we  re- 
moved some  of  the  facilities.  It  is  now  a much  lower  priced  package, 
it  is  selling  well,  and  the  customer  can  pay  for  the  extra  facilities 
when  and  as  they  are  needed. 

• Our  financial  planning  and  modeling  software  was  transformed  into 
a decision  support  system. 

• Software  tools  - not  just  a set  of  separate  aids  for  programmers  with 
little  individual  identity  but  the  product  repositioned  in  the  market 
as  a proper  tool  kit. 

• Our  screen  editor  and  word  processing  packages  became  a docu- 
mentation system  for  software. 

• An  equipment  file  register  system  was  generalised  into  a second 
management  system. 

• We  had  a hotel  management  package  that  was  converted  to  a 
reservations  system  for  theatres,  congress  establishments,  etc. 

• We  sell  more  or  less  the  same  piece  of  software  to  big  organisations 
as  DECISION  SUPPORT  and  to  small  organisations  as 
FINANCIAL  PLANNING. 
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B.  QUALITY  AND  SERVICE  ISSUES 


I . VENDOR  ATTITUDES  TOWARD  QUALITY  AND  SERVICE 

• For  most  products  within  the  information  services  industry,  quality  is  most 
naturally  related  to  the  level  of  service  received  by  the  customer.  Quality 
and  service  are  closely  interwoven  concepts. 

• Nearly  all  the  information  services  vendors  interviewed  placed  a high  value  on 
achieving  a high-quality  product.  In  contrast,  only  a few  were  able  to  point  to 
specific  examples  of  additional  services  being  offered  to  customers  with  a 
positive  product  quality  improvement  aim.  The  examples  given  were: 

The  use  of  user  clubs  to  assist  in  product  experience  feedback  (used  by 
two  of  the  vendors). 

The  introduction  of  telephone  hotline  service  to  support  users. 

The  use  of  technical  development  work  with  customers  to  maintain  the 
quality  of  the  product. 

The  introduction  of  a newsletter  as  a means  of  improving  the  level  of 
service  to  customers. 

• Exhibit  V-4  lists  comments  made  by  vendors  on  the  subject  of  quality  and 
service. 

• Exhibit  V-5  describes  how  SYDONl,  a French  on-line  database  provider,  has 
sought  to  enhance  the  quality  of  its  product  and  its  overall  level  of  customer 
service  through  the  medium  of  user  groups. 
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EXHIBIT  V-4 


VENDOR  COMMENTS  ON  QUALITY  AND  SERVICE  ISSUES 


• We  try  to  avoid  selling  on  price,  but  like  to  stress  quality, 
service,  and  reliability. 

• Price  is  competition  oriented,  but  the  quality  issue  is 
important  as  well. 

• We  have  to  aim  for  a very  high  level  of  user  satisfaction; 
users  scream  very  hard  when  they  do  not  get  it. 

• The  salesmen  maintain  a strong  interest  in  their  accounts 
to  ensure  that  the  customers'  needs  are  met.  The  salesman 
receives  70%  of  his  commission  from  existing  accounts. 

• We  now  offer  a telephone  hotline  service  for  one  of  our 
products. 

• Service  is  very  important  to  us.  We  use  comprehensive 
project  management  techniques;  we  must  demonstrate  manage- 
ment and  technical  capability. 

• We  need  to  place  more  emphasis  on  services  as  the  product 
ages. 

• We  do  nothing  specific  in  the  way  of  product  service;  we  are 
planning  a newsletter  for  the  future. 


- 104- 


© 1984  by  INPUT.  Reproduction  Prohibited. 


EXHIBIT  V-5 


USER  MEETINGS  - AN  EFFECTIVE  WAY  OF  ENHANCING 
THE  PRODUCT  AND  INCREASING  SALES 


• SYDONI  SA  provides  a proprietary  data  base  service  to  the  French 
legal  profession.  Operating  in  this  highly  specialised  market,  it 
deliberately  sets  out,  as  an  act  of  policy,  to  create  a "User  Group" 
as  an  active  Marketing  tool  to  tailor  their  product  and  service  to 
user  needs. 

• SYDONI,  based  in  Paris,  started  its  service  in  1980.  Targeted 
at  specific  sectors  of  the  legal  profession,  the  service  provided 
retrieval  of  legal  information  using  the  Telesystemes  TS  Quested 
service  for  the  delivery  mechanism.  In  this  particular  market 
SYDONI  competes  with  three  other  organisations. 

• From  the  beginning  SYDONI  had  a very  clear  marketing  aim  - to 
offer  a very  high  quality  product  within  their  chosen  vertical 
market.  This  high-quality  product  image  would,  they  envisaged, 
enable  them  fo  successfully  penetrate  this  market.  Furthermore, 

It  would  place  them  in  a position  to  build  on  their  reputation  and 
specialised  knowledge  by  introducing  additional  products  and 
enhancements  that  would  extend  their  customer  base  and  their 
coverage  of  the  market. 

• The  central  challenge  that  they  faced  was  whether  they  could 
obtain  the  necessary  customer  feedback  that  they  saw  as  an 
essential  factor  in  achieving  the  high-quality  product  and  service 
goals  that  they  had  set  for  themselves. 

• SYDONI  decided  that  the  solution  to  this  problem  lay  in  the  concept 
of  User  Meetings.  Carefully  structured  and  carefully  controlled,  the 
User  Meeting  could  become  the  vital  marketing  tool  that  would 
provide  the  essential  market  place  feedback.  The  quality  of 
products  and  services  was  seen  as  of  paramount  significance  in 
achieving  marketing  goals.  The  customer  feedback  that  they  could 
obtain  from  the  User  Meetings  thus  became  an  essential  element 

of  their  programme  to  achieve  high  product  quality  and  the  key 
to  the  implementation  of  their  marketing  strategy. 


(Continued) 
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EXHIBIT  V-5  (Cont.) 


USER  MEETINGS  - AN  EFFECTIVE  WAY  OF  ENHANCING 
THE  PRODUCT  AND  INCREASING  SALES 


• A "User  Club"  was  set  up  from  the  beginning  and  meetings  were 
organised  to  take  place  on  a twice-yearly  basis.  As  the  user  base 
has  built  up  over  the  three  years  of  operation,  so  has  the 
attendance  at  these  User  Meetings.  At  this  stage  of  development 
around  40  users  are  in  attendance  at  any  one  meeting. 

• The  meetings  are  organised  into  2 specific  groups  aimed  at  address- 
ing the  differing  needs  of  "individual"  and  "collective"  users.  To 
fully  control  and  classify  the  vital  feedback  from  these  customer 
groups,  a questionnaire  is  used.  The  meetings  themselves,  though, 
are  informal  in  order  to  foster  a free  flow  of  opinions  from  the 
customers  and  to  obtain  as  wide  a coverage  of  differing  view- 
points as  possible. 

• Ultimately  it  is  SYDONI  that  must  make  the  decision  to  implement 

the  changes  and  enhancements  that  are  generated  by  users.  In  prac- 
tice nearly  all  these  alterations  have  been  Implemented.  Naturally 
they  cannot  all  be  developed  at  the  same  time  and  typically  the 
timescale  required  for  full  implementation  is  between  3 months 
and  1 year. 

• SYDONI  feels  that  its  "User  Club"  has  been  very  success- 
ful in  assisting  its  marketing  objectives.  The  "User  Club" 
has  generated  a very  high  level  of  goodwill  because  users 

feel  that  their  comments  and  suggestions  have  been  implemented, 
have  led  to  overall  improvements  In  the  quality  of  the  product, 
and  have  thus  been  beneficial  to  both  parties. 

• The  "User  Club"  concept  has  been  a successful  marketing  method 
for  SYDONI  that  has  led  to  an  enhanced  product  offering  and 
greater  acceptance  within  the  market  place.  Through  the  "User 
Club"  concept  SYDONI  is  meeting  its  stated  marketing  objectives 
of  achieving  an  increasing  share  of  the  market  for  legal  database 
services.  Additionally  they  are  now  in  a position  to  leverage  this 
market  position  to  introduce  further  products  and  services  to 
meet  the  needs  of  the  French  legal  profession. 
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Exhibit  V-6  describes  the  quality  and  service  pitfalls  that  befell  an 
information  services  vendor  when  it  launched  a product  too  early  in  its 
development  time  cycle. 

CUSTOMER  SERVICE  - A REVENUE  OPPORTUNITY 

INPUT  considers  that  customer  service  represents  a significant  revenue- 
producing  opportunity  for  information  service  vendors. 

Additional  services  to  support  software  are  a potentially  significant  area  for 
obtaining  revenue.  Some  principal  reasons  are: 

For  well-managed  individual  software  products,  the  maintenance 
portion  of  total  revenue  tends  to  increase  over  time  as  maintenance 
revenue  replaces  sales  revenue,  as  shown  in  Exhibit  V-7. 

Recent  surveys  have  shown  that  customer  services  revenue  represents 
as  much  as  20%  of  total  revenues  for  integrated  services  vendors  and 
10%  to  12%  of  revenues  for  software  vendors.  These  proportions  are 
increasing. 

Customer  service  is  less  vulnerable  to  the  price  erosion  suffered  by 
most  of  the  other  segments  of  the  information  services  industry. 

Users  are  generally  not  satisfied  with  current  software  maintenance 
offerings;  there  is  therefore  room  to  increase  the  quality  and  pricing  to 
match. 

Service  revenues  can  increase  significantly  over  time  when  large  customer 
bases  are  built  up.  At  MSA,  customer  service  revenues  were  26%  of  their 
total  worldwide  revenues  in  1982. 
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EXHIBIT  V-6 


LAUNCHING  A NEW  SOFTWARE  PRODUCT  TOO  EARLY 


• A medium-sized  information  services  vendor  (name  withheld)  made 
a costly  mistake  when  it  launched  a new  software  product  too 
early  into  the  marketplace. 

• The  management's  eagerness  to  show  customers  a brand-new  product 
overcame  the  reality  that  the  product  was  not  fully  developed.  As  a 
result  the  product  immediately  ran  into  problems  of  quality  and 
service.  It  was  not  stable  enough,  it  lacked  the  necessary  level  of 
functionality,  and  it  could  not  be  supported  properly.  There  was 
insufficient  documentation  and  the  company  was  unable  to  provide 
training  for  the  customers. 

• As  a result  of  these  difficulties  the  product  was  withdrawn  from  the 
market  although  its  development  has  continued.  In  fact,  the  pro- 
tracted development  lifecycle  for  this  complex  product  has  extended 
over  something  approaching  four  years  and  in  this  time  the  original 
product  concept  has  been  changed  radically. 

• As  a result  of  these  experiences  the  company  has  now  adopted  a 
much  more  disciplined  and  carefully  thought-out  approach  to  the 
marketing  of  this  product.  A specific  market  research  study  was 
commissioned  with  the  specific  objective  of  determining  the  appropriate 
launch  timescale  and  the  market  segments  with  the  highest  need 

for  such  a product.  Internally  a carefully  prepared  launch  plan  has 
been  developed. 
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REVENUE  COMPOSITION  FOR  A HYPOTHETICAL  SOFTWARE  PRODUCT 
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Higher  levels  of  customer  service  develop  higher  customer  satisfaction  and, 
consequently,  lead  to  additional  sales.  Customer  service  designed  specifically 
to  increase  service  quality  and  customer  satisfaction  can  have  significant 
positive  effects  on  revenues. 

An  additional  advantage  in  adopting  a product  quality  improvement  strategy  is 
that  it  is  something  that  competitors  will  probably  find  very  difficult  to 
follow  and  probably  impossible  to  follow  in  the  short  term. 

A price  cut,  in  contrast,  is  an  action  that  a competitor  can  follow  almost 
immediately,  negating  the  market  advantage  sought  by  the  initiator. 

It  will  generally  take  time  to  implement  product  quality  improvements 
because  resources  and  ingenuity  will  be  required  to  develop  additional  services 
and  inherent  improvements. 

EXTENDING  CUSTOMER  SERVICE 

Historically,  customer  service  has  been  limited  by  most  information  services 
vendors  to  a few  discrete  components,  e.g.,  installation,  hardware/software 
maintenance,  documentation,  and  training. 

Exhibit  V-8  describes  what  might  be  considered  the  logical  extension  of  the 
users*  increasing  requirements  and  expectations  with  respect  to  service 
needs.  Pursuing  a broader  customer  service  strategy  can  represent  a major 
revenue  opportunity  for  vendors. 

In  Exhibit  V-8  are  shown  a number  of  possible  components  of  customer 
service: 

System  consulting  - an  after-sales  activity  that  aims  at  integrating  site 
configuration  growth  with  users'  application  implementation  plans. 
Customer  service  engineers  usually  have  the  status  of  system 
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EXHIBIT  V-8 


COMPONENTS  OF  FIELD  SERVICE 


% Usually  not  part  of  today's  Field  Service 
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consultants  with  users;  this  activity  merely  sanctions  that  status  on  a 
fee-paying  basis. 

Environmental  planning  - monitors  the  quality  of  the  locations  in  which 
the  product  is  installed  or  service  is  given.  Many  vendors  delegate  this 
task  to  third-party  companies. 

Physical  layout  - normally  a (free)  part  of  service  activities  when 
hardware  is  involved. 

Hardware/software  configuration  - usually  accomplished  initially 
(inconsistently)  by  the  sales  and  sale  support  staff,  whose  main  concern 
is  to  minimize  sales  price.  The  ongoing  development  of  the 
configuration,  particularly  with  a view  to  the  hardware  implications  of 
software  additions,  is  a task  best  rendered  by  customer  service. 

System  and  add-on  installation  - already  a part  of  customer  service. 

Systems  training  - ongoing  training  in  hardware  and  software  use  (as 
opposed  to  the  initial  training  provided  by  sales  support).  In  particular, 
ongoing  software  training  should  aim  at  eliminating  the  60%  of 
maintenance  calls  that  are  caused  by  user  misuse  or  lack  of 
understanding. 

Systems  documentation  - both  hardware  and  software.  An  integral  part 
of  systems  training. 

Hardware/software  maintenance  - the  core  business  of  customer 
service  organizations. 

Supplies  - still  frequently  excluded  from  customer  service  operations 
for  unexplained  reasons. 
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Add-ons  - still  the  domain  of  sales,  mainly  because  sales 
representatives  see  them  as  a captive  sources  of  revenue  for 
commission  generation.  (This  setup  has  more  to  do  with  the  design  of 
commission  plans  than  with  logic.) 

Site  audit  - frequently  omitted  from  the  list  of  vendor  services,  despite 
the  excellent  side  benefits  in  customer  satisfaction,  service  image,  and 
field  data  gathering. 

Relocation/deinstallation  - usually  part  of  hardware-oriented  customer 
services. 

However,  the  expensive  and  scarce  labor  component  of  customer  service 
makes  expansion  of  customer  service  staffing  difficult.  This  may  be 
overcome  by  increasing  customer  service  staff  productivity  through  the  use  of 
new  delivery  technologies  (such  as  remote  diagnosis,  down  line- loading  of 
solutions  to  software  problems,  and  automation-aided  telephone  answering 
support). 

In  this  latter  approach  the  computer  system  provides  the  support  staff  with 
details  about  the  customer  and  other  data  helpful  in  supporting  the  site,  for 
example: 

The  name  of  the  account  manager. 

The  hardware  and  software  configuration. 

A record  of  service  requests. 

Also,  the  increasing  complexity  of  information  services  is  making  customer 
service  problems  much  more  difficult  to  solve.  Solutions  will  often  require 
teams  rather  than  individuals,  and  these  teams  must  often  include  hardware 
and  software  technicians  and  specialists  in  the  customer’s  industry. 
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IDENTIFYING  CUSTOMER  SERVICE  NEEDS 


• There  are  many  ways  that  the  information  services  vendor  can  identify 
customer  service  needs: 

The  use  of  telephone  hotlines  to  support  staff. 

User  groups. 

Problem  report  analysis. 

Support  staff  and  sales  force  feedback. 

Field  visits  by  management. 

Surveys. 

• In  attempting  to  assess  the  degree  to  which  customer  service  needs  are 
important  and  how  far  they  are  being  met,  the  technique  of 
importance/performance  charts  can  be  adopted.  Exhibit  V-9  shows  a 
hypothetical  example. 

• All  possible  relevant  service  components  are  listed  from  this  listing  and  a 
measure  (in  this  example,  a scale  of  4 low  to  5 high)  of  the  importance  of  that 
service  to  the  user  and  the  actual  performance  of  the  vendor's  services  is 
derived. 

• To  be  completely  objective  it  will  be  necessary  to  survey  users’  attitudes  and 
obtain  mean  ratings,  as  shown  in  this  example.  A first  step  towards  this 
analytical  process  could  be  achieved  through  honest  subjective  judgement. 
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EXHIBIT  V-9 


IMPORTANCE /PERFORMANCE  CHART  FOR  AN 
INFORMATION  SERVICES  VENDOR  (Example) 


SERVICE  COMPONENTS 

MEAN  RATINGS  FOR: 
(Scale  of  1 to  5) 

IMPORTANCE 

PERFORMANCE 

a.  Response  to  Hardware  Fault 

2 

2 

b.  Response  to  Software  Fault 

4.5 

3 

c.  Quality  of  Training 

2 

4 

d.  Quality  of  Documentation 

3 

1 

e.  Availability  of  Consulting 

3.  5 

4 

Very 

Important 


Not  Very 
Important 


Excellent 

Performance 
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• The  relative  positions  on  the  importance/performance  chart  can  then  be 
plotted.  For  this  particular  example: 

Segment  I shows  the  areas  where  effort  needs  to  be  applied  to  improve 
services  - component  d is  rated  as  having  above-average  importance 
but  the  performance  of  the  vendor  is  rated  poor. 

Segment  II  shows  the  service  elements  that  are  achieving  good 
results.  That  is,  good  service  is  being  provided  on  items  that  are 
important  to  users. 

Segment  III  is  the  area  of  overkill  (good  performance  on  services  that 
are  rated  low  on  the  importance  scale).  This  company  should  redirect 
some  of  its  training  manpower  to  improving  product  documentation. 

Segment  IV  represents  the  area  of  lowest  priority.  Although  hardware 
maintenance  is  not  particularly  responsive,  neither  is  it  rated  all  that 
important. 


C.  PRICING 


• This  section  reviews  the  pricing  issue  as  a vital  part  of  the  product  marketing 
process.  An  in-depth  and  more  comprehensive  review  of  information  services 
pricing  is  provided  in  the  INPUT  report  European  Computer  Services  Pricing 
Trends  published  in  August  1983. 

• Pricing  is  one  of  the  most  important  product  management  decisions  to  be 
made  in  the  search  for  increased  sales  and  profits.  It  is  also  one  of  the  most 
complex. 
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One  of  the  principal  reasons  for  this  is  that  (government  price  regulations 
apart)  pricing  is  one  of  the  most  easily  changed  product  parameters  and  can 
therefore  be  readily  responded  to  by  competitors. 

Another  reason  for  pricing's  complexity  is  the  multitude  of  factors  that  need 
to  be  considered  when  making  a decision.  Some  of  these  factors  are: 

Costs. 

Competitors*  reactions. 

Legal  restrictions  on  price  changes  (e.g.,  as  in  France  at  the  time  of 
writing). 

The  reaction  of  existing  users. 

The  value  of  the  product  to  the  customer. 

The  vendor's  aims  and  objectives. 

Exhibit  V-IO  shows  some  examples  of  comments  made  on  pricing  issues  by  the 
information  services  companies  interviewed. 

Some  show  evidence  that  the  companies  concerned  had  a clear  pricing  policy 
with  defined  objectives.  Others  companies  did  not.  Some  vendors  gave  the 
impression  that  they  were  very  much  playing  the  pricing  decision  by  ear. 
There  is  clearly  room  for  a more  thoughtful  approach  to  pricing  decisions  by 
many  information  services  vendors. 

Only  one  company  expressed  fears  that  falling  software  prices  could  in  the 
near  future  seriously  affect  its  position. 
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GENERAL  COMMENTS  BY  VENDORS  ON  PRICING  ISSUES 


• We  try  to  avoid  selling  on  price  but  like  to  stress  quality, 
service,  reliability,  and  insurance. 

• We  believe  that  there  is  now  more  of  a "commodity  marketing" 
situation  coming  about. 

• The  company  does  not  really  know  what  Its  pricing  policy 
is  - we  are  trying  to  formalise  our  objectives. 

• We  quite  often  adopt  the  bundled  approach  so  as  not  to 
reveal  our  cost  structure,  particularly  for  facilities  manage- 
ment. 

• We  aim  at  achieving  a high  price  in  line  with  the  quality  of 
our  product. 

• We  are  very  anxious  about  following  prices  on  software 
products. 

• We  have  no  real  pricing  policy  at  the  moment. 

• We  are  prepared  to  experiment  quite  a lot  with  pricing 
but  once  we  get  it  right  we  stick  to  it. 
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In  the  RCS  sector  the  concept  of  fixed  pricing  contracts  was  a topic  of 
current  interest  and  was  mentioned  by  a number  of  vendors.  With  RCS 
business  under  attack  from  increasing  levels  of  in-house  distributed  processing 
and  personal  computers,  the  search  is  on  for  more  innovative  and  attractive 
pricing  strategies. 

Some  vendor  comments  on  pricing  attitudes  to  remote  computer  services  are 
shown  in  Exhibit  V-l  I. 

Professional  services  organisations  were  primarily  concerned  with  developing 
a position  whereby  their  market  share  and  reputation  for  quality  would  enable 
them  to  price  at  a level  that  allowed  substantial  margins. 

In  the  remainder  of  this  section  pricing  is  analysed  under  the  headings  of: 

Aims  of  pricing  policy. 

Price  setting. 

Pricing  techniques. 

Customer  service  pricing. 

AIMS  OF  PRICING  POLICY 

An  analysis  of  the  aims  of  information  services  organisations  in  setting  pricing 
policies  is  shown  in  Exhibit  V-l 2. 

Not  surprisingly,  the  dominant  factor  for  most  organisations  was  achieving  the 
profitability.  The  only  other  really  significant  policy  aim  was  achieving 
market  penetration.  This  was  true  for  all  three  main  sectors  analysed. 
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EXHIBIT  V-11 


VENDOR  ATTITUDES  TOWARDS  PRICING  REMOTE  COMPUTER  SERVICES 


• We  are  finding  that  customers  see  a fixed  price  as  more 
attractive  for  a bureau  service. 

• There  is  a minimum  annual  charge  that  is  renewed  on  a 
monthly  basis  once  the  original  amount  is  accounted  for. 

• When  an  application  is  well  defined  we  charge  a fixed  price 
or  forfeit. 

• We  use  a "ceiling  price"  to  a certain  extent;  this  is  a fixed 
price  with  a let-out  clause. 

• We  think  that  fixed  pricing  is  a very  dangerous  area 
demanding  tight  contractual  negotiations.  We  prefer  to 
give  customers  creative  deals  based  on  longevity  of  service. 

• Pricing  RCS  by  machine  use  is  disappearing  fast  - fixed-price 
deals  are  now  a more  popular  method. 
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Professional  Services  Percent  Percent 


A small  but  nevertheless  significant  proportion  of  all  companies  interviewed 
had  no  clear  aim  in  view  as  far  as  pricing  policy  was  concerned. 

This  was  particularly  evident  in  the  software  area  and  reflected  the  deeper 
uncertainties  that  exist  over  pricing  in  this  area. 

Market  skimming  was  the  only  other  aim  mentioned  as  a primary  objective. 
This  covers  those  situations  where  a company  can  charge  relatively  high 
prices  for  its  products  on  the  basis  that  a small  section  of  the  market  has  a 
very  strong  need.  This  was  only  encountered  in  the  professional  services  area. 

At  the  secondary  level  market  p>enetration  and  market  leadership  were  the 
most  significant  aims  of  those  mentioned,  although  the  vast  majority  of 
companies  did  not  identify  a secondary  aim  at  all. 

Other  possible  pricing  policy  alms  (such  os  product  promotion  and  early  cash 
recovery)  were  not  mentioned  at  all. 

PRICE  SETTING 

The  setting  of  prices  is  analysed  In  Exhibit  V-13.  Cost  and  competition  were 
the  dominant  factors,  especially  In  the  RCS  sector. 

Demand  does  not  appear  to  be  a great  influence  in  setting  prices  except  in  the 
professional  services  area  - and  as  a secondary  factor  in  the  sale  of  product 
software. 

A general  picture  appears  of  a basically  unsophisticated  approach  to  price 
setting,  on  the  one  hand  attempting  to  undercut  competition  and  on  the  other 
hand  attempting  to  preserve  margins. 
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PRICING  TECHNIQUES 


The  pricing  techniques  used  by  the  information  services  companies 
interviewed  are  analysed  in  detail  in  Exhibits  V-14  through  V-17.  These 
exhibits  describe  the  attitudes  towards  the  use  of  the  following  pricing 
techniques  by  information  services  vendors: 

Discounting. 

Bundling. 

Customer  value  analysis. 

Price  differentiation. 

A profile  of  the  vendors'  attitudes  toward  discounting  is  shown  in  Exhibit  V- 

14. 


Discounting  is  clearly  a widely  used  technique.  Eight  organisations  were 
found  to  be  using  discounting  to  some  extent  to  maintain  flexibility  In 
competitive  bidding.  A further  seven  were  using  formalised  volume 
discounting  techniques.  A minority  of  companies  (four)  were  opposed  to 
discounting. 

Exhibit  V-15  provides  a profile  of  approaches  towards  the  concept  of  bundling. 

As  can  be  seen,  a wide  range  of  views  is  expressed,  although  more  companies 
were  using  bundling  techniques  than  were  not.  A significant  proportion 
maintain  a fairly  neutral  position,  possibly  indicating  that  the  companies 
concerned  had  not  really  thought  out  the  implications  one  way  or  the  other. 

Approaches  ranged  from  bundling  with  the  objective  of  hiding  internal  cost 
structures  to  unbundling  in  order  to  ensure  that  margins  were  not  given  away 
In  any  one  element  of  the  services  package. 
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VENDOR  ATTITUDES  TOWARDS  BUNDLING 
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There  was  only  limited  evidence,  in  this  survey,  of  the  use  of  the  technique  of 
customer  value  analysis.  Exhibit  V-16  shows  comments  that  were  made  on 
this  subject. 

The  principle  is  basically  simple  - the  price  for  a service  is  set  as  close  as 
possible  to  the  estimated  value  of  that  service  to  the  customer. 

Many  companies  see  considerable  difficulties  in  implementing  customer  value 
pricing  strategies  because  of  the  inherent  difficulty  in  establishing  those 
values.  More  consideration  should,  however,  be  given  to  overcoming  these 
difficulties  because  customer  value  pricing  is  at  the  root  of  profitable  pricing. 

It  must  also  be  recognised,  however,  that  it  can  sometimes  be  difficult  to 
establish  higher  pricing  levels  in  tune  with  the  true  value  of  the  service  in 
cases  where  users  have  been  conditioned  to  lower  price  levels. 

Attitudes  towards  the  use  of  the  technique  of  price  differentiation  are  shown 
in  Exhibit  V-17. 

Price  differentiation,  the  technique  of  pricing  differently  for  the  same 
product  according  to  the  characteristics  of  the  customer,  does  not  seem  to  be 
widely  practised  by  information  services  vendors. 

Parameters  used  for  price  differentiation  included? 

Time. 

Geographic  location. 

Type  of  data  processing  installation. 

Size  of  company. 
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EXHIBIT  V-16 


VENDOR  ATTITUDES  TOWARDS  PRICING 
BY  CUSTOMER  VALUE  ANALYSIS 


• We  would  like  to  achieve  some  method  of  pricing 
against  the  value  of  the  service  to  the  customer. 

• We  are  making  some  use  of  this  technique. 

• Not  as  a general  rule;  it  is  not  a formal  discipline. 
For  one-off,  custom-built  contracts  we  attempt  to 
estimate  this. 

• Not  in  general  use;  we  have  tried  to  do  this  in 
the  area  of  high-level  consulting. 
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EHXIBIT  V-17 


VENDOR  ATTITUDES  TOWARDS  PRICE  DIFFERENTIATION 


• Modification  of  the  product  will  affect  the  price. 

• Geographical  variations. 

• By  geography  - Scotland  is  more  price  competitive. 

• By  time  - a special  offer  over  a limited  period. 

• We  have  a complex  formula  that  depends  on  the 
type  of  DP  installation,  the  size  of  company,  and 
other  factors. 

• We  are  trying  to  implement  it,  but  haven't  yet. 

• We  apply  it  for  specific  large  accounts. 
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More  consideration  of  techniques  like  this  could  well  lead  to  increased  profits 
for  information  services  companies. 

Through  failure  to  address  the  pricing  issue  in  a thorough  and  innovative 
fashion,  the  vendor  is  effectively  reducing  potential  revenues  and  profits. 

CUSTOMER  SERVICE  PRICING 

In  concluding  this  section  on  pricing  It  is  worth  noting  that  INPUT'S  ongoing 
custom  research  has  shown  that  pricing  for  customer  services  is  not  a major 
consideration  for  most  customers. 

Customers'  highest  priorities  are  functionality,  flexibility,  and 
support.  Custbmers  will  buy  products  that  they  perceive  to  be 
overpriced  (from  a supplier  cost/profit  standpoint)  if  these  products 
customer  needs  better  than  do  competing  products. 

Vendors  typically  ascribe  more  importance  to  customer  service  pricing 
than  customers  do. 

Most  companies  use  a mechanistic  approach  to  customer  service  pricing, 
basing  it  on  either  a percent  of  the  package  price  or  a profitability  target. 

This  approach  can  be  analogous  to  leaving  money  on  the  table.  Vendors  should 
attempt  to  determine  customer  values  for  services  and  price  accordingly. 
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VI 


COMMUNICATING  WITH  THE  INFORMATION  SERVICES  CUSTOMER 


• All  information  services  organisations  must  in  some  way  create  means  of 
communicating  with  their  existing  and  potential  customers. 

• Small  organisations  will  tend  to  rely  almost  entirely  on  relationships  formed 
with  customers  by  the  senior  management  of  the  company. 

• Larger  organisations  will  tend  to  have  created  sales  forces  to  be  their  prin- 
cipal buyer/seller  interface. 

• In  the  information  industry,  as  already  discussed  in  Chapter  III,  markets  have 
expanded  as  products  have  proliferated  and  costs  have  decreased.  Smaller 
organisations  have  recruited  sales  forces  as  their  businesses  expanded  and 
larger  organisations  have  expanded  theirs  as  business  opportunities  increased. 

• Companies  in  this  situation  are  seeking  to  use  promotional  tools  such  as  direct 
mail,  telephone  sales,  advertising,  and  publicity  to  aid  the  overall  productivity 
of  their  sales  forces  and  thus  create  new  forms  of  buyer/seller  relationships. 

• These  product  promotions  can  increase  the  effectiveness  of  the  information 
services  buyer/seller  relationship  and  can  economically  reach  the  potentially 
much  larger  new  markets. 

• This  chapter  discusses  the  buyer/seller  relationships  and  the  product  promo- 
tions currently  used  by  information  services  companies. 
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More  recently  the  continuing  fall  in  the  price  of  basic  computing  costs  is 
causing  information  services  organisations  to  question  the  economics  of  their 
sales  forces,  particularly  as  people-related  costs  continue  to  rise. 


A.  BUYER/SELLER  RELATIONSHIPS 


• Buyer/seller  relationships  describe  all  the  contacts  and  complex  interconnec- 
tions that  can  exist  between  an  information  services  company  and  its  cus- 
tomers and  prospects. 

• Amongst  the  companies  analysed  there  were  four  principal  forms  of  relation- 
ship, that  is,  via: 

Direct  sales  force. 

Account  manager. 

Franchise  arrangements. 

Mail  order. 

• Additionally,  management  itself  tends  to  be  a significant  channel,  particularly 
in  smaller  companies. 

• Exhibit  VI- 1 is  a schematic  representation  of  these  basic  market  relationships. 

• Exhibit  VI-2  shows,  for  each  of  the  principal  areas  of  business  activity,  an 
analysis  of  the  use  made  of  the  major  forms  of  relationships  by  the  companies 
surveyed. 
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CUSTOMERS /PROSPECTS 


ANALYSIS  OF  BUYER/SELLER  RELATIONSHIPS 
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DIRECT  SALES  FORCE 


Buyer/seller  relationships  within  the  information  services  industry  are  pre- 
dominantly carried  out  through  the  channel  of  a direct  sales  force.  As  can  be 
seen  from  Exhibit  VI-2  it  was  only  in  the  professional  services  sector  that  a 
sales  force  was  not  used  in  every  organisation. 

There  is,  however,  some  concern  being  expressed  in  the  industry  about  the 
efficiency  of  the  sales  force.  Companies  are  concerned  about  the  increasing 
costs  of  employing  salespeople,  particularly  as  unit  product  costs  continue  to 
decrease. 

The  larger  and  more  widespread  markets  that  are  potentially  available  to 
these  new,  lower  cost  products  are  getting  more  and  more  difficult  to  reach 
effectively  with  traditional  sales  methods. 

One  of  the  rationales  for  direct  selling  in  the  information  industry  has  always 
been  the  highly  complex  nature  of  the  product  and  the  need  in  many  cases  to 
tailor  it  to  the  customer’s  particular  needs.  But  now  the  Increasing  numbers 
of  standardised  easy-to-use  products  are  calling  these  attitudes  into  question. 

The  size  of  the  sales  force  employed  varied  considerably  from  organisation  to 
organisation,  there  being  a considerable  spread  particularly  among  larger 
companies. 

The  variation  in  sales  force  size  Is  shown  graphically  in  Exhibit  VI-3.  Few 
organisations  appeared  to  approach  this  question  In  a very  scientific  manner, 
relying  largely  on  business  experience  to  determine  a suitable  size. 

Nevertheless,  it  is  interesting  to  note  that  the  size  of  most  companies’  sales 
forces  falls  within  5 and  20%  of  the  total  company  workforce. 
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Total  Company  Personnel 


EXHIBIT  VI-3 


SIZE  OF  SALES  FORCE  COMPARED  TO 
TOTAL  COMPANY  PERSONNEL 
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One  company's  approach  was  to  always  run  very  light  on  sales,  using  account 
managers  and  middle  management  to  assist. 

A number  of  companies  stressed  the  quality  of  salespeople  as  a significant 
concern.  These  companies  tended  to  be  in  the  professional  services  area  and 
the  specific  area  of  concern  was  high-value  turnkey  systems  selling. 

The  organisation  of  sales  forces  tended  to  follow  very  closely  the  market 
segments  that  companies  had  identified  as  their  targets  (see  Chapter  IV, 
section  B).  Wherever  the  company  was  large  enough,  salespeople  were  formed 
into  sales  teams  along  the  organisational  forms  described  by  the  target 
market  segments. 

The  majority  of  information  services  salespeople  receive  a compensation 
package  that  is  based  partly  on  salary  and  partly  on  commission.  There  is  a 
significant  minority,  however,  that  is  paid  salary  only. 

Exhibit  Vl-4  shows  the  range  of  salary/commission  split  found  within  the  study 
sample  and  indicates  the  proportions  in  each  group. 

Commissions  were  generally  based  partly  on  performance  against  quota,  but 
many  companies  employed  differential  incentive  schemes  based  on  such 
factors  as  new  name  business. 

In  general,  there  was  little  evidence  of  sales  force  promotions  and  other 
incentives  amongst  the  companies  studied.  Most  companies  ran  some  kind  of 
"100%  Club"  for  their  top  performers,  but  these  was  little  evidence  of  addi- 
tional prizes,  or  competitions  to  support  particular  marketing  compaigns  or 
other  sales  objectives. 

To  provide  further  background  on  this  issue,  some  comments  on  the  use  of 
direct  sales  forces  by  information  services  companies  are  included  in  Exhibit 
Vl-5. 
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EXHIBIT  VI-5 


VENDOR  COMMENTS  ON  THE  DIRECT  SALES  FORCE 


• We  have  taken  specific  action  to  introduce  a sales  force  to  take  the 
new  name  selling  function  away  from  our  account  managers.  Our 
problem  was  a cyclical  one  - we  either  had  a surfeit  of  sales  or  a 
dearth  of  sales.  We  have  not  been  willing  to  compromise  to  recruit 
the  right  people.  The  overall  quality  of  our  image  is  important. 

• We  had  a complete  review  of  the  sales  force  and  cut  it  in  half.  We 
have  added  a direct  mail  and  telemarketing  function. 

• The  sales  force  has  a strong  new  business  orientation,  although  70% 
of  our  business  is  generated  from  the  customer  base. 

• Sales  force  costs  are  very  high  in  relation  to  our  business  - we  are 
trying  to  keep  a check  on  this. 

• We  would  like  to  see  more  specialisation  amongst  our  sales  force. 

• Our  salesmen  have  to  provide  both  sales  and  support,  particularly 
in  those  areas  remote  from  our  headquarters. 

• We  haven't  found  anything  yet  to  replace  personal  contact. 

• If  our  sales  costs  are  way  above  guideline,  then  perhaps  we  must 
get  out  of  the  market. 
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ACCOUNT  MANAGERS 


Account  managers  are  an  important  if  less  significant  part  of  the  overall 
buyer/seller  relationship,  as  illustrated  in  Exhibit  VI-2, 

The  more  technically  and  organisationally  complex  the  sale  and  the  greater 
the  duration  of  the  sales  cycle,  then  the  more  likely  it  is  that  account 
managers  will  be  an  important  link  in  the  buyer/seller  relationship. 

Account  managers  were  found  to  be  most  prevalent  in  the  professional 
services  sector. 

FRANCHISING 

A significant  portion  of  all  companies  surveyed  were  using  franchises  in  some 
way  to  assist  in  generating  business,  as  shown  in  Exhibit  VI-2. 

In  the  case  of  the  software  sector  around  one  third  of  all  vendors  were  using 
some  kind  of  franchise  arrangement. 

The  range  and  variety  of  possible  franchise  arrangements  is  clearly  enor- 
mous. Some  of  the  arrangements  specifically  mentioned  by  the  companies 
interviewed  in  the  sample  are  shown  in  Exhibit  Vl-6. 

MAIL  ORDER 

There  was  also  evidence  of  software  sales  operations  using  mail -order-type 
techniques,  particularly  for  microcomputer-based  products. 

One  fifth  of  all  companies  involved  in  software  sales  were  using  this  method 
to  some  extent;  see  Exhibit  VI-2. 
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EXHIBIT  VI-6 


VENDOR  COMMENTS  ON  FRANCHISING 


• We  may  license  micro  manufacturers  to  use  our  software,  thus  en- 
couraging the  users  of  the  micros  to  link  into  our  network. 

• There  is  a clear  trend  towards  using  third  parties.  Although  the 
cost  of  providing  the  processing  is  higher,  the  cost  of  sales  is 
lower. 

• We  are  looking  at  joint  marketing  agreements  to  market  other 
people's  software  or  for  them  to  market  ours. 

• We  have  agreements  with  hardware  manufacturers  who  get  a royalty 
for  the  referral. 

• An  agreement  exists  between  us  and  another  organization  that  has 
the  exclusive  rights  to  sell  our  proprietary  data  base  service  to 
one  specific  submarket. 

• The  company  has  sales  agreements  with  small  local  computer  services 
companies. 

• We  are  experimenting  in  the  micro  area  to  see  whether  we  should 
sell  and  maintain  them  ourselves  or  license  third  parties. 
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• Also  used  in  a mail  order  fashion  was  a hardware  manufacturer’s  third-party 
software  catalogue. 

• Independent  software  directories  were  also  utilised  by  software  houses. 

• Exhibit  VI-7  describes  Comshare's  approach  to  using  mail  order  as  a channel  of 
distribution  for  a microcomputer-based  spreadsheet  package. 


B.  PRODUCT  PROMOTIONS 

• For  the  information  services  industry  this  area  covers  a range  of  different 
sales  support  activities,  which  can  be  conveniently  classified  as  follows; 

Sales  promotions. 

. Exhibitions. 

. Seminars. 

. Direct  mail. 

. Telephone  sales. 

Advertising  and  publicity. 

• Product  promotions  is  one  of  the  key  areas  of  marketing  expenditure,  as  can 
be  seen  in  the  analysis  included  in  section  B of  Chapter  III. 

• The  attitudes  towards,  and  use  of,  these  various  methods  of  product  promotion 
are  discussed  below. 
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EXHIBIT  VI-7 


ENTERING  A NEW  MARKET  THROUGH  MAIL  ORDER  DISTRIBUTION 


• The  personal  computer  is  opening  up  completely  new  marketing 
opportunities  for  information  services  vendors.  COMSHARE,  the 
major  information  services  organisation,  has  been  keenly  aware 
of  the  new  challenges  being  presented  by  the  rapid  growth  and 
acceptance  of  personal  computers  in  the  market  place. 

• One  of  the  particular  opportunities  that  was  identified  by 
COMSHARE  was  that  of  "Spreadsheet"  applications.  VisiCalc 
was  the  product  that  had  virtually  built  this  market  single- 
handed  and  had  achieved  a very  dominant  position. 

• COMSHARE  thus  found  itself  in  the  classic  position  of  perceiving 
on  the  one  hand  a potentially  very  attractive  market  but  on  the 
other  hand  the  challenge  of  countering  a well-established 
market  leader. 

• COMSHARE  management  considered  that  pricing  was  going  to  be 
the  key  element  in  a strategy  aimed  at  attacking  this  market.  A 
deliberately  low  price  level  would  be  the  method  for  grabbing 
attention  in  the  marketplace  and  a marketing  campaign  would 

be  built  around  this  key  element. 

• Other  problems  had  to  be  faced  as  well.  The  company  had  to 
establish  the  right  sales  channels  for  the  product  and  obtain  a 
COMSHARE  spreadsheet  application  programme. 

• Availabiltiy  of  product  was  at  first  approached  by  looking  at 
the  alternatives  of  in-house  development  or  outside  purchase. 
Speed  was  of  the  essence  and  the  latter  option  was  considered 
essential.  As  a result  an  extensive  search  was  thus  instigated 
to  identify  possible  products.  Advanced  Management  Strategies 
of  Atlanta  (GA)  had  available  a rather  basic  product  called 
TARGETPLANNER  and  had  also  an  upgraded  product  that  at  the 
time  was  in  the  R & D stage;  both  were  CP/M-based.  These 
products  had  not  yet  been  Introduced  to  the  market  and 
COMSHARE  was  thus  able  to  obtain  the  marketing  rights. 

These  products  were  to  appear  under  the  COMSHARE 

banner  as  PlannerCalc  and  MasterPlanner. 


(Continued) 
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EXHIBIT  VI-7  (Cont.) 


ENTERING  A NEW  MARKET  THROUGH  MAIL  ORDER  DISTRIBUTION 


• What  sales  channels  was  COMSHARE  to  use  to  get  its 
spreadsheet  application  to  market?  It  had  already  determined 
that  "low  price"  was  the  key  element  needed  to  break  into  the 
market  and  this  immediately  threw  up  a number  of  questions 
regarding  traditional  selling  methods.  The  sales  force  would 
clearly  be  too  expensive  to  sell  this  type  of  product  directly. 
COMSHARE  was  also  concerned  that  dealer  expertise  was  in- 
sufficient to  provide  an  effective  sales  channel  (dealer  expertise 
has,  however,  improved  dramatically  as  a result  of  the  burgeon- 
ing sales  of  personal  computers  over  the  last  couple  of  years). 

• Given  the  "low-price"  strategy  that  had  already  been  deter- 
mined, COMSHARE  decided  to  experiment  with  "mail  order" 
advertising  as  the  sales  channel.  They  calculated  that  only 
through  this  medium  could  they  achieve  sufficient  volume 

of  sales  at  an  acceptable  cost.  There  was,  however,  a very 
significant  background  objective  that  COMSHARE  had  clearly 
determined  was  supportive  to  that  approach.  The  objective 
was  to  make  the  name  of  COMSHARE  well  known  to  the  poten- 
tially vast  new  market  of  personal  computer  users.  The 
establishment  of  a position  in  this  market  and  the  development 
of  the  necessary  support  environment  would  provide  COMSHARE 
with  an  entree  for  upgraded  product  offerings  in  the  future. 

• Considerable  research  was  undertaken  Into  the  question  of 
price  sensitivity  because  the  pricing  issue  was  crucial  to  the 
successful  penetration  of  the  target  market.  PlannerCalc 

was  launched  on  the  market  for  $50  and  an  advertising  campaign 
was  devised  that  utilised  the  theme  word  "Calc"  and  empha- 
sized the  low  price.  "The  Calc  wars  are  over  - PlannerCalc 
from  COMSHARE,  $50." 

• The  advertisements  that  were  placed  widely  in  specialist 
computer  magazines  contained  a reply  coupon  that  could  be 
used  to  order  a copy  of  the  package  using  cheque,  postal  order, 
or  credit  card  as  method  of  payment. 

(Continued) 
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ENTERING  A NEW  MARKET  THROUGH  MAIL  ORDER  DISTRIBUTION 


• COMSHARE  considers  that  this  was  an  important  initiative  for 
them  in  experimenting  with  creative  marketing  techniques.  It 
has  enabled  them  to  gain  considerable  experience  In  developing 
distribution  channels  for  micro-based  software  products.  It  has 
built  up  a base  of  users  who  are  familiar  with  COMSHARE  and 
thus  a base  into  which  new  products  can  be  marketed.  It  has 
thus  provided  a vital  stepping  stone  to  COMSHARE's  strategy 
change  marked  in  January  1 983  by  the  release  of  its  new 
flagship  software  product,  WIZARD  (System  W in  the  U.S.),  a 
decision  support  system  delivered  as  a software  product,  as  a 
timesharing  service,  and  in  a compatible  micro  version. 
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SALES  PROMOTIONS 


a.  Trade  Exhibitions 


Although  many  large  exhibitions  are  attended  by  information  services  com- 
panies, it  is  often  for  negative  reasons. 

Companies  are  motivated  by  fear  of  not  appearing  alongside  competitors  in 
the  eyes  of  customers  and  the  press. 

Information  services  companies  did  not  in  general  rate  these  large  exhibitions 
as  a good  source  of  prospects  and  thus  had  difficulty  in  justifying  the  costs. 

In  contrast  small  exhibitions  dedicated  to  meeting  the  needs  of  a specific 
vertical  market  or  market  segment  were  rated  highly.  Companies  felt  that 
attendance  at  these  sorts  of  exhibitions  was  mandatory.  Not  only  were  these 
exhibitions  inexpensive  but  they  also  produced  good  contacts  for  business  and 
established  the  company  firmly  in  its  chosen  market  segment. 

The  full  profile  of  attitudes  towards  trade  exhibitions  is  shown  in  Exhibit  VI- 
8.  The  comments  made  by  the  information  services  companies  about  their  use 
of  trade  exhibitions  ranged  from  generally  positive  to  generally  negative.  The 
attitudes  and  use  of  exhibitions  for  the  three  submarkets  of  RCS,  software, 
and  professional  services  are  separately  identified. 

Exhibit  VI-9  gives  some  examples  of  the  comments  made  by  information 
services  companies  on  exhibitions. 

Overall  It  can  be  seen  that  the  software  sector  is  the  most  favourably  dis- 
posed towards  trade  exhibitions. 

In  contrast,  exhibitions  were  considered  least  appropriate  for  promoting  the 
sales  of  professional  services. 
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EXHIBIT  VI-8 


PROFILE  OF  VENDOR  ATTITUDES  TOWARDS  TRADE  EXHIBITIONS 
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EXHIBIT  VI-9 


VENDOR  COMMENTS  ON  EXHIBITIONS 


• We  go  to  one  big  exhibition  every  year  - they  are  effective  but  not 
cost-effective. 

• Attendance  at  small  exhibitions  is  very  important  - essential  for 
vertical  markets. 

• We  justify  going  to  exhibitions  on  the  "we  should  be  there"  or  "fear" 
basis,  but  it  is  worth  it  to  get  our  name  in  the  catalogue.  Quite 

a few  exhibitions  are  attended  but  they  are  not  considered 
particularly  effective. 

• No  - waste  of  money/  we  make  exceptions  for  an  exhibition  for  a 
particular  vertical  market. 

• We  have  a large  budget  for  exhibitions  and  attend  the  main  ones 
that  are  seen  as  having  a good  image  - we  are  not  sure,  though, 
that  we  are  remembered;  the  leads  obtained  are  not  good. 

• Our  prime  objective  at  exhibitions  is  to  get  sales  leads  - in 
particular  at  small  exhibitions  for  particular  markets  - some 
of  these  you  have  to  attend. 

• We  are  going  to  exhibitions  less  and  less  - there  are  too  many; 
the  big  ones  are  no  good.  The  more  specialised,  the  better. 

• We  will  go  to  exhibitions  for  a specific  industry  but  not  to  general 
ones. 

• Only  where  they  are  specific  to  our  business  units  and  and  when 
they  are  small. 

• Only  for  selling  applications  software. 
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Information  services  companies  should  consider  very  carefully  their  overall 
marketing  aims  and  objectives  before  committing  expenditures  to  this  area. 
Market  segmentation  is  clearly  an  important  factor  in  determining  relative 
levels  of  effectiveness. 

A close  examination  of  the  overall  concept  of  an  exhibition  and  the  audience 
that  it  is  likely  to  draw  should  be  undertaken.  This  can  then  be  matched 
against  the  company’s  own  profile  for  its  market  segment  or  segments.  The 
closer  that  fit  is,  then  the  more  likely  that  the  exhibition  will  assist  in  pro- 
moting the  company's  products  and  ultimately  increasing  its  sales  and  profits. 

From  the  comments  made  it  could  be  seen  that  a number  of  organisations 
were  adopting  this  approach  and  highly  focusing  their  exhibition  efforts  and 
expenditures. 

Nevertheless,  there  was  also  much  evidence  of  exhibitions  being  attended, 
often  at  considerable  cost,  simply  because  companies  feared  not  to  be  repre- 
sented. Little  thought  had  been  given  to  really  justifying  this  expenditure. 

b.  Seminars 


Seminars  are  an  important  sales  promotion  method  for  information  services 
companies.  As  can  be  seen  from  Exhibit  VI- 10,  the  vast  majority  of  com- 
panies use  seminars  in  some  form  to  promote  sales  of  all  types  of  Information 
services  products. 

One  trend  that  was  evident  was  a tendency  for  companies  to  be  thinking  more 
creatively  about  the  content  and  format  of  their  seminars.  Clearly  with  such 
a widely  used  technique  it  becomes  important  that  an  individual  company 
attempt  to  distinguish  itself  from  Its  competitors.  The  more  interesting  and 
unique  its  seminars  are,  the  more  likely  it  is  to  succeed  in  promoting  Interest 
in  its  products. 


- 149  - 


© 1984  by  INPUT.  Reproduction  Prohibited. 


INPUT 


USE  OF  SEMINARS 


Another  distinctive  but  related  trend  was  the  tendency  to  charge  for  atten- 
dance at  seminars. 

If  a seminar  provides  an  element  of  training  (in  that  it  imparts  knowledge  as 
well  os  communicates  the  implied  sales  message  for  the  product),  then  it  is 
not  unreasonable  to  make  some  charge  for  this. 

Exhibit  VI- 1 1 gives  some  examples  of  comments  made  by  the  companies 
interviewed  on  the  use  of  and  approaches  towards  seminars. 

It  is  possible  to  dress  up  the  basic  idea  of  product  seminars  in  a number  of 
different  guises  - names  like  roadshows,  teach-ins,  and  training  courses  are  all 
used. 

Exhibit  VI- 1 2 describes  an  enhanced  seminar  programme  adopted  by  SCS  in 
1983  under  the  title  "Fireside  Discussions." 

A further  method  is  the  running  of  seminars  at  a conference  or  exhibition 
venue  where  to  some  extent  a captive  audience  is  already  provided. 

In  general,  the  more  imaginative  and  innovative  a company  can  be  in  pre- 
senting this  part  of  its  sales  promotions  efforts,  then  the  more  likely  it  Is  to 
achieve  better  results.  Seminars  are  a widely  used  method  of  reaching  pros- 
pects with  the  sales  message  and  the  more  a company  can  do  to  distinguish  its 
own  approach,  the  better. 

Clearly  thought-out  aims  are  important  in  preparing  a seminar  programme. 
Who  is  the  target  audience?  What  is  the  best  way  of  putting  the  message  over 
to  them? 

Following  up  the  sales  leads  created  by  the  seminar  is  vital  and  this  usually 
implies  some  administrative  effort  to  do  this  effectively. 
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EXHIBIT  VI-11 


VENDOR  COMMENTS  ON  THE  USE  OF  SEMINARS 


• We  are  using  free  seminars  less  and  less.  Instead,  we're  sub- 
stituting a "teach-in"  approach  that  we  can  charge  for.  This 
is  more  of  an  educational  package,  with  "guest"  speakers  from 
a consultant  or  client.  We  find  we  can  attract  more  people  in 
as  we  are  offering  a more  meaty  package. 

• We  have  used  seminars  and  we  plan  to  do  more;  we  have  charged 
for  one-day  events.  In  one  particular  case  we  used  a seminar  as  a 
technique  for  getting  an  answer  to  the  question  "Can  we  get  more 
business  in  one  particular  geographic  area?"  The  answer  was  yes, 
but  not  a lot  more.  The  seminar  was  a very  efficient  method  of 
finding  this  out. 

• We  currently  run  about  four  seminars  a year  and  this  is  being 
increased  to  between  ten  and  twelve. 

• We  do  some  seminars  but  like  using  conferences  at  small  exhibitions  - 
we  run  full-day  seminars  on  products  (some  12  per  year)  and  charge 
a small  fee  to  cover  the  direct  expenses. 

• Our  seminars  are  really  "selling"  services  - we  charge  a small  fee 
($45)  to  cover  costs  and  discourage  students  - we  tend  to  get  25-30 
people  at  each  one  and  run  between  20  and  30  across  the  country 
per  year. 

• We  have  used  seminars  a lot.  A big  programme.  Very  good  for 
prospecting. 
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EXHIBIT  VI-12 


"FIRESIDE  DISCUSSIONS"  FOR  ESTABLISHING  CONTACTS 
WITH  SENIOR  DATA  PROCESSING  MANAGEMENT 


• SCS  is  the  West  German  subsidiary  of  SCICON,  one  of  the  leading 
information  service  organisations  in  Western  Europe.  SCS  has 
grown  and  developed  from  several  independent  divisions,  each  with 
its  own  separate  sales  activities.  SCS  wanted  to  concentrate  its 
sales  activities  and  develop  an  integrated  marketing  and  corporate 
image.  It  saw  major  benefits  from  this  approach,  primarily  in 
leveraging  its  existing  customer  contracts  in  respect  of  sales  of 
products  currently  sold  by  other  divisions. 

• One  of  the  principal  marketing  communication  plans  for  SCS  was  the 
implementation  of  a program  to  develop  its  contacts  with  senior  MIS 
management.  This  was  effected  by  holding  a series  of  so-called 
"fireside  discussions." 

• These  were  designed  to  be  very  informal  meetings  held  In  good 
hotel  environments  that  were  likely  to  attract  leading  MIS  and  DP 
managers.  The  overall  objective  was  to  establish  SCS  as  a help- 
ful, professional  information  services  company  that  could  greatly 
assist  users  in  defining  and  solving  data  processing  problems. 

• Some  20  of  these  fireside  discussion  meetings  were  held  during  1983. 
Each  sales  district  issued  invitations  to  selected  MIS  and  DP  managers 
with  the  aim  of  attracting  around  20  participants  at  each  discussion. 

• Typically  the  events  commenced  at  around  14.30  with  a formal 
seminar  program.  This  enabled  SCS  to  provide  an  overview  of  Its 
company  and  its  products,  services,  and  capabilities.  This  programme 
usually  ran  for  about  three  hours,  and  was  followed  by  dinner  in 

the  hotel. 

• After-dinner  guests  were  invited  to  gather  informally  around  the 
fireside  (it  was  of  course  necessary  to  select  hotels  with  the  right 
facilities  and  atmosphere).  Here  a relaxed  and  intimate  environment 
was  created  for  frank  discussions  with  SCS  personnel  about  DP 
problems  and  how  they  might  be  tackled.  In  general,  this  discussion 
period  lasted  until  around  2200. 

• Follow-up  action  was  then  planned  by  the  sales  staff  in  the  local 
branch  to  exploit  the  leads  generated  by  these  events.  SCS  found 
that  their  hit  rate  was  about  one  order  for  every  20  follow-ups.  The 
direct  (i.e.,  excluding  salaries)  cost  of  the  whole  programme  was 
$40,000  for  the  year. 
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Seminars  must  be  professionally  planned  and  professionally  run.  Marketing 
management  should  set  up  standards  by  which  they  can  judge  effectiveness 
and  build  in  improvements. 

An  important  ingredient  of  effective  seminar  planning  is  the  careful  consider- 
ation of  the  number  of  invitations,  expected  attendees,  etc.  Exhibit  VI- 1 3 
gives  some  indication  of  the  realistically  high  level  of  invitations  to  attendees 
that  is  typical  of  this  kind  of  activity. 

c.  Direct  Mail 


The  use  of  direct  mail  by  the  companies  interviewed  varied  widely,  as  shown 
in  Exhibit  VI- 1 4.  A significant  proportion  reported  no  use  at  all  of  this  tech- 
nique. 

Some  companies  reported  that  they  ran  little  centrally  organised  direct  mail 
and  that  it  was  left  to  salespeople  to  run  their  own.  This  approach  provides  no 
control  and  is  usually  symptomatic  of  the  lack  of  a marketing  approach. 

Like  any  other  activity,  direct  mail  must  be  professionally  approached  In 
order  to  achieve  results. 

Direct  mail  often  has  a poor  image  as  a sales  promotion  tool  because  of  its 
low  response  rate  (often  under  5%).  When  an  individual  effort  Is  mounted  and 
then  not  pursued  vigourously  the  investment  in  money  and  time  is  wasted. 

Another  problem  often  encountered  Is  the  poor  quality  of  the  responses.  Of 
the  small  number  of  replies,  very  few  qualify  as  prospects  for  the  company's 
products  and  services. 

These  problems  generally  occur  as  a result  of  bad  planning  and  a failure  to 
clearly  identify  target  market  segments.  Lack  of  experience  with  the  method 
and  an  Inability  to  communicate  an  effective  selling  message  are  other 
frequent  problems. 
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EXHIBIT  VI-13 


TARGET  CROUP  SEMINAR  PROGRAMME 


• AC-Rechenservice,  the  West  German  arm  of  UCC-Wyly,  is 
planning  to  gain  additional  new  name  sales  in  1984  by  means  of  a 
Target  Group  Seminar  program. 

• AC-Rechenservice  has  a package  of  programs  designed  to  help 
wholesalers  control  their  sales  operations.  This  package  also  has 
functions  to  control  the  reordering  of  material  and  executes  the 
associated  financial  controls.  A particular  feature  of  the  package 
is  a system  that  provides  for  control  over  telephone  selling 
operations.  Telephone  ordering  is  very  common  in  the  area  of 
high-volume,  low-value-type  merchandise  (e.g.,  frozen  foods  and 
electronic  components). 

• The  package  is  available  either  as  a turnkey  system  based  on 
Hewlett-Packard  3000  processors  or  as  a remote  computing  service. 

• The  major  product  promotion  vehicle  that  is  being  used  to  sell  this 
system  is  a series  of  seminars  that  are  scheduled  to  run  through- 
out the  year,  right  up  to  the  middle  of  November  1984.  The 
company  plans  to  hold  14  seminars  in  total  by  that  date  and  they 
will  all  be  held  in  the  local  branch  offices  of  AC-Rechenservice. 

• Wholesalers  are  the  target  group  and  amongst  these  particular 
attention  is  being  given  to  distributors  of  semiconductors  and 
other  electronic  components. 

• The  target  figure  has  been  set  at  around  1,000  invitations  per 
seminar.  It  is  hoped  that  at  least  12  attendees  per  seminar  can  be 
achieved  and  that  a hit  rate  of  one  sale  per  eight  attendees  can  be 
achieved.  These  statistics  anticipate  the  realistic  position  that  is 
typical  for  this  kind  of  activity. 
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EXHIBIT  VI-14 


USE  OF  DIRECT  MAIL 
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Properly  approached  and,  professionally  managed,  direct  mail  can  be  a 
powerful  marketing  method  for  boosting  sales.  A significant  proportion  of 
information  services  companies  are  using  direct  mail  extensively,  particularly 
in  the  software  sales  sector,  or  are  planning  to  increase  its  use. 

As  the  possible  market  increases  in  size,  direct  mail  is  a technique  that  can  be 
readily  adapted  to  reaching  a potentially  larger  and  larger  audience. 

Some  examples  of  vendor  attitudes  towards  direct  mail  are  included  in  Exhibit 
VI- 1 5. 

In  planning  and  implementing  direct  mail  campaigns  the  following  major  areas 
should  be  considered: 

Target  markets  (Whom  are  we  selling  to?) 

Mail  lists  (Are  they  available?  How  often  are  they  updated?  What  is 
the  quality  like?) 

The  sales  offer  (A  very  clear  exposition  of  the  sales  message). 
Salespeople  (Do  they  follow  up  in  a meaningful  time-frame?) 
d.  Telephone  Marketing 

Telephone  marketing  and  telemarketing  are  terms  used  to  cover  organised 
sales  promotions  activities  making  use  of  the  phone  to  contact  prospects. 

In  contrast  to  direct  mail  (section  C above),  this  method  is  not  used  greatly  by 
information  services  companies  at  the  present  time,  as  is  clearly  shown  In 
Exhibit  VI- 1 6. 
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EXHIBIT  VI-15 


VENDOR  ATTITUDES  TOWARDS  DIRECT  MAIL 


• Ideal  for  small  target  markets  - we  are  increasing  our  use  of  direct 
mail. 

• We  mainly  use  direct  mail  to  increase  awareness,  occasionally  for  lead 
generation . Worth  continuing;  we  do  up  to  six  mail  shots  per  year. 

• We  have  tried  it;  we  were  somewhat  dissatisfied  with  the  low 
response  and  quality. 

• This  is  done  by  the  salesmen. 

• We  have  used  this  a little  for  some  specific  data  processing 
environments  - we  have  aimed  at  a high  level  in  the  organization. 

• We  are  going  to  increase  this  activity. 

• We  have  used  direct  mail  a lot  for  announcing  seminars  and  in 
connection  with  advertising  campaigns. 

• Used  a lot  to  get  people  to  seminars  - works  well  in  a well-defined 
market. 

• We  do  not  use  this  much  - only  for  new  applications. 
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The  majority  of  companies  interviewed  had  not  used  telephone  marketing  at 
all.  Some  had  used  it  as  a method  of  gathering  sales  Information  and  a signif- 
icant minority  of  RCS  vendors  and  software  vendors  were  making  some 
limited  use  of  this  approach  for  selling. 

Further  insight  into  the  experience  of  and  attitudes  towards  telemarketing 
can  be  found  in  examples  of  vendors*  comments  listed  in  Exhibit  VI- 1 7. 

Considerable  Interest  in  telephone  marketing  exists  among  managers  in  the 
companies  interviewed  because  of  its  perceived  potential  for  improving  the 
productivity  of  the  sales  force. 

The  major  drawback  is  the  problem  of  the  technical  knowledge  and  experience 
of  the  staff  assigned  to  make  the  phone  calls. 

Another  problem  can  be  a negative  response  from  the  sales  force  which  sees  it 
as  a threat  rather  than  as  a help.  This  is  a management  problem. 

The  more  complex  the  product  the  more  difficult  it  is  to  adopt  a telephone 
marketing  approach. 

The  simpler  the  product  in  terms  of  meeting  a specific  market  need  or  want, 
the  easier  it  is  to  script  the  sales  call  and  delegate  the  task  to  a nonexpert. 

Telephone  marketing  can  be  implemented  in-house  or  an  outside  agency  can 
be  used.  Clearly  the  problem  of  technical  knowledge  tends  to  be  compounded 
by  the  use  of  an  outside  agency.  On  the  other  hand  the  management  of  an  in- 
house  telemarketing  unit  presents  particular  problems  of  control  and  motiva- 
tion over  the  staff  involved. 

A number  of  stages  in  the  development  of  telephone  marketing  can  be  identi- 
fied and  these  are  described  below. 
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EXHIBIT  VI-17 


VENDOR  COMMENTS  ON  TELEMARKETING 


• We  have  moved  our  telephone  marketing  activity  in-house  where  it  is 
more  easily  controlled  and  where  we  can  achieve  better  quality  with 
a person  with  better  knowledge. 

• We  feel  that  it  is  very  expensive,  but  we  have  used  it  for  sales 
research.  We  do  not  want  to  use  it  to  set  up  appointments  - We 
feel  that  salesmen  lose  the  opportunity  to  qualify  properly. 

• We  have  looked  at  the  possibility  of  telephone  marketing  but  it  is 
not  currently  used. 

• Not  a very  good  experience.  Externally  one  cannot  control  the 
quality.  We  have  used  sales  coordinators  to  do  it  internally  but  they 
have  other  duties  and  it  is  difficult  to  keep  them  motivated  to  make 
enough  phone  calls. 

• We  have  not  used  this  technique  to  date,  but  we  might. 

• We  once  tried  using  internal  telemarketing  in  a very  particular  sub- 
section of  the  transportation  market  and  the  results  were  not  bad. 

• Did  use  once  for  one  product. 

• We  have  done  some  internal  telemarketing  but  only  for  microcomputer- 
related  products  to  dealers.  It  was  partly  successful  but  we  were 
less  than  satisfied. 

• We  now  use  internal  telemarketing  for  intense  canvassing  in  order 
to  build  up  to  a target  number  of  appointments  per  week  - the 
problem  is  that  it  can  result  in  the  dissipation  of  effort  on  trivial  leads. 
We  have  also  used  external  agencies  for  information  gathering. 

• We  aim  to  make  telephone  selling  more  effective. 
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At  the  first  stage  telemarketing  is  used  simply  to  gather  basic  sales 
information.  This  would  normally  be  considered  part  of  a salesperson's 
normal  duties  but  is  transferred  to  a telemarketing  function  to  free  up 
valuable  sales  time. 

At  the  second  stage  companies  progress  to  using  a telemarketing 
operation  to  obtain  acceptance  of  invitations  to  seminars,  exhibitions, 
or  some  other  promotional  event.  This  is  usually,  and  most  effectively 
used  in  conjunction  with  a direct  mail  shot. 

Stages  one  and  two  do  not  require  any  great  level  of  technical  or 
specialised  market  knowledge  on  the  part  of  the  telemarketing  per- 
sonnel. This  is  because  the  telephone  conversation  can  be  preplanned 
to  include  counters  to  the  most  obvious  objections. 

When  moving  to  the  third  stage,  that  of  either  developing  active  sales 
leads  or  booking  appointments  for  salesmen,  the  telephone  interview 
becomes  much  more  difficult  to  control.  To  even  express  interest  in  a 
product  (a  necessary  condition  for  qualifying  a sales  lead)  some  insight 
into  a product's  capabilities  and  potential  benefits  to  the  customer 
must  be  Imparted.  The  need  for  most  information  services  companies 
to  employ  highly  trained  and  expensive  salesmen  In  the  first  place  is 
testimony  to  this.  Indeed  salesmen  will  often  react  defensively  to  the 
introduction  of  telemarketing  at  this  level  unless  very  carefully 
handled.  They  will  find  reasons  to  disqualify  leads  and  appointments 
made  for  them  in  order  to  confirm  that  they  are  indispensable. 

The  fourth  stage  is  defined  as  order  taking  or  the  completion  of  a sales 
transaction  on  the  phone.  In  practice  this  can  only  be  seriously  con- 
templated for  reordering  and  noncomplex  products  or  services.  It  is 
unlikely  that  information  services  organisations  could  utilise  telemar- 
keting at  this  level  in  the  market  place  today.  The  development  of 
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burgeoning  personal  computer  markets  and  the  consequent  growing 
service  needs  of  these  users  could  change  that  situation. 

Exhibit  VI- 1 8 describes  an  example  of  an  information  services  organisation 
that  is  using  telemarketing  as  an  important  element  of  its  overall  marketing 
approach. 

Interestingly  this  use  of  telemarketing  in  combination  with  direct  mail  arose 
out  of  a specific  move  towards  the  adoption  of  a marketing  approach  and  the 
consequent  review  and  appraisal  of  the  sales  operation. 

ADVERTISING 

Advertising  expenditure  for  the  information  services  companies  interviewed 
averaged  0,9%  of  revenues. 

This  percentage  can  be  considered  to  be  relatively  aggressive  in  relation  to 
typical  advertising  expenditures  by  industrial  companies.  But  in  comparison 
to  the  levels  now  being  seen  from  some  of  the  faster  developing  companies  in 
the  information  industry,  it  is  low. 

For  reference,  industrial  companies  have  typically  spent  well  under  1%  of 
sales  value  on  advertising,  and  fast-moving  consumer  goods  companies  have 
spent  anything  up  to  7%. 

The  highly  competitive  personal  computer  market  place  is  leading  to  massive 
media  advertising  spending,  particularly  on  the  part  of  the  major  players. 
Apple,  for  example,  is  reported  to  have  committed  $40  million  to  the  launch 
of  the  Macintosh. 

The  ratio  of  advertising  spend  to  sales  revenues  for  the  companies  included  in 
this  survey  is  illustrated  in  Exhibit  VI- 1 9. 
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EXHIBIT  VI-18 


USING  TELEMARKETING  AND  DIRECT  MAIL 


• The  U.S.  parent  of  a network  services  company  operating  in  Europe 
(name  withheld)  made  a specific  move  a couple  of  years  ago  to 
become  a "marketing"  department  - that  is  to  adopt  and/or  embrace 
a marketing  approach.  It  did  this  because  senior  management 

felt  that  this  was  the  way  to  adapt  effectively  to 

market  needs  and  demands  and  thus  maintain  the  growth  and  profit- 
ability of  the  organisation. 

• In  the  U.K.  this  was  manifested  in  a change  of  management  at  the 
top,  which  led  to  a complete  reappraisal  of  the  company's  approach 
to  the  market. 

• The  conclusion  was  reached  that  the  sales  force  was  not  of  the  right 
calibre  and  was  not  proving  an  effective  method  of  generating  new 
business. 

• The  sales  strategy  that  was  devised  was  to  reduce  the  sales  force 
in  size,  improve  the  quality  of  personnel,  and  introduce 
continuous  direct  mail  and  telephone  selling  in  order  to  develop 
sales  leads  and  contacts  for  the  reduced  sales  force.  And 

this  was  to  include  qualification. 

• When  the  companies  were  developing  their  new  approach  they  set  out 
the  following  objectives; 

Generate  75%  of  cold  calls  for  salesmen  through  direct  mail 
or  telephone  marketing. 

- Achieve  earlier  identification  of  ideal  prospects,  ie.  better  quali- 
fication at  an  earlier  stage. 

- Achieve  greater  productivity  from  the  sales  force. 

- Shorten  the  sales  cycle. 

- Increase  profit  levels. 

• The  implementation  of  this  strategy  has  worked  and  has  been  effective 
within  the  company  because  primarily  it  has  been  based  on  sound, 
practical  ideas.  The  people  in  the  organisation  have  demonstrated 

a willingness  to  work  within  agreed  timescales  and  budgets.  They 
have  been  prepared  to  take  short-cuts  and  to  accept  something 
less  than  perfection  in  order  to  complete  the  work. 


(Continued) 
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EXHIBIT  VI-18  (Cont.) 


USING  TELEMARKETING  AND  DIRECT  MAIL 


• The  whole  exercise  is  considered  successful  when  measured  by  the 
number  of  qualified  prospects,  the  quality  of  those  prospects,  and 
the  resultant  sales  that  are  now  being  generated. 

• All  of  this  boils  down  fundamentally  to  an  application  of  a 
marketing  approach  in  order  to  maximise  the  effectiveness  of  a 
limited  budget  and  a small  sales  force. 

• Although  external  telemarketing  organisations  have  been  used,  the 
move  was  made  to  internal  telemarketing  because  it  was  more  easily 
controlled.  The  company  felt  It  could  achieve  a better  quality  of 
telephone  interview  by  using  someone  with  a higher  level  of  know- 
ledge and  that  it  could  train. 

• The  internal  telephone  marketing  sales  unit  works  alongside  the  sales- 
force  and  reports  independently  to  the  manager  of  the  U.K.  operation. 
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Annual  Revenue  ($  Millions) 


EXHIBIT  VI-19 


ADVERTISING  EXPENDITURE  RELATED  TO  COMPANY  REVENUES 


Annual  Advertising  Budget 

“ “ Percent  of  Annual  Revenue  Spent  on  Advertising 
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The  dotted  lines  represents  various  percentage  levels  of  revenue  spent  on 
advertising.  It  can  clearly  be  seen  that  the  expenditure  lies  between  0.1%  and 
4%. 


Interestingly,  advertising  expenditure  was  noticeably  higher  for  West  German 
vendors  than  for  French  and  U.K.  service  companies.  The  German  service 
companies  tended  to  spend  between  1%  and  4%  of  their  sales  revenue  on 
advertising. 

Some  vendor  comments  on  approaches  and  attitudes  towards  advertising  are 
shown  In  Exhibit  VI-20. 

Although  the  reported  levels  of  media  advertising  spent  were  relatively  low, 
there  were  indications  that  this  situation  may  be  about  to  change. 

One  or  two  vendors  reported  that  advertising  was  beginning  to  be  considered 
more  seriously. 

One  of  the  strongest  signs  of  this  change  is  signalled  by  the  relative  propor- 
tion of  the  overall  marketing  budget  that  information  services  vendors  are 
spending  on  advertising. 

It  was  seen  earlier  in  Exhibit  lll-l  I that  there  were  marked  differences 
between  companies  in  the  proportions  of  the  marketing  budgets  that  were 
spent  on  advertising. 

An  analysis  of  the  type  of  advertising  used  by  Information  services  organisa- 
tions is  shown  in  Exhibit  VI-21. 

Both  product  and  corporate  advertising  were  used  widely  for  remote  computer 
services,  but  in  the  case  of  software  the  bias  was  clearly  in  favour  of  specific 
product  advertising. 
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EXHIBIT  VI-20 


VENDOR  COMMENTS  ON  ADVERTISING 


• Very  little  advertising  has  been  done  to  date. 

• We  use  advertising  media  that  are  cheap  and  that  can  be  directed 
to  our  vertical  market. 


• Our  product  advertising  is  purely  tactical. 


• We  now  have  a specific  policy  of  eliminating  wasteful  adverts. 


• Our  objective  is  to  get  extra  business  - we  are  now  checking  up 

on  this  with  our  sales  engineer,  but  it  is  too  early  to  draw  conclusions 
on  this. 


• We  have  done  some  market  research  on  testing  for  awareness. 


• Within  the  product  plans,  a certain  percentage  of  cost  is  budgeted 
for  advertising. 


• We  are  monitoring  the  coupons  returned  from  advertisements. 

• Our  annual  (advertising)  budget  often  gets  summarily  cut  down  as 
the  year  progresses. 

• Not  much  thought  has  been  given  to  either  budgetting  for  advertising 
or  its  aims. 


• We  want  to  enhance  our  position  in  the  market  through  advertising 
and  become  better  known. 


• Advertising  is  very  much  a discretionary  item. 
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There  was  some  use  made  of  cooperative  advertising  - joint  advertisements 
that  promote  different  but  complementary  products  from  different  com- 
panies. 

Several  companies  indicated  that  they  were  considering  cooperative  adver- 
tising for  the  future. 

An  example  of  this  type  of  advertising  might  be  software  products  together 
with  a complementary  product,  e.g.,  a personal  computer.  The  software 
vendor  and  the  personal  computer  manufacturer  or  distributor  would  jointly 
share  the  costs  of  the  advertisements  (e.g.,  advertisements  for  LOTUS  1-2-3 
and  Dataproducts'  Colour  Printer). 

Exhibit  VI-22  shows  an  analysis  of  media  use,  all  of  which  was  in  newspapers 
and  journals. 

The  majority  of  advertising  was  split  between  the  specialist  trade  press  and 
specialist  vertical  market  publications. 

It  is  interesting  to  note  that  Comshare  launched  an  aggressive  TV  advertising 
campaign  in  March  1984. 

This  indicates  a new  departure  for  a service  organisation,  as  they  seek  to 
address  a much  wider  mass  market  for  their  Wizard  software.  Wizard  soft- 
ware is  available  to  remote  computer  services  or  can  be  purchased  to  run  on 
an  in-house  mainframe  or  personal  computer. 

The  methods  used  for  setting  budgets  for  advertising  can  give  a good  indica- 
tion of  the  level  of  importance  attached  to  the  subject. 

Exhibit  VI-23  is  an  analysis  of  the  budget-setting  approaches  adopted  by  the 
companies  interviewed. 
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ANALYSIS  OF  ADVERTISING  MEDIA  USED 
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The  dominance  of  affordability  as  a major  influence  on  budget  setting  is  an 
indication  of  the  low  value  that  has  generally  been  placed  on  the  power  of 
advertising  information  services  products. 

Even  in  the  software  sector,  where  advertising  is  becoming  an  increasingly 
important  factor,  by  far  the  strongest  influence  was  affordability. 

Consideration  of  the  advertising  objective  or  task  was  generally  of  secondary 
Importance. 

Exhibit  VI-24  provides  an  analysis  of  the  advertising  aims  set  by  vendors. 

For  the  RCS  sector,  awareness  and  lead  generation  were  the  most  common 
aims. 

For  the  software  and  professional  services  sectors,  lead  generation  stood  out 
as  by  far  the  most  dominant  factor. 

The  overall  impression  gained  was  that  there  was  much  room  for  a more 
active  and  deterministic  approach  to  be  taken  towards  advertising  in  the 
information  services  industry.  Today  in  the  market  there  are  signs  that  this  is 
beginning  to  happen  amongst  the  trend-setting,  marketing  oriented  organisa- 
tions. 

PUBLICITY 

The  last  area  of  product  promotions  activity  considered  in  this  survey  was 
publicity. 

Primarily  publicity  is  the  activity  of  gaining  news  coverage  in  newspapers  and 
magazines  (and  even  TV  and  radio  if  possible)  that  is  not  paid  advertising 
space. 
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EXHIBIT  VI-24 


ANALYSIS  OF  ADVERTISING  AIMS 
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Exhibit  Vl-25  lists  the  various  reported  publicity  activities  and  their  frequency 
of  mention.  Getting  technical  articles  published  was  by  far  the  most  preva- 
lent publicity  activity. 

This  survey  of  information  services  vendors  indicates  an  increasing  interest  in 
the  power  of  publicity  as  a marketing  tool. 

There  were  indications  that  more  emphasis  was  being  placed  on  the  use  of 
public  relations  (PR)  agencies  to  handle  these  activities  for  information 
services  vendors. 

Six  companies  reported  that  they  were  either  using  an  external  PR  agency  or 
were  in  the  process  of  choosing  one. 

Six  other  vendors  used  their  own  internal  it  dedicated  staff  to  carry  out  this 
function. 

It  was  not  possible  to  collect  definitive  data  on  this  activity  from  all  com- 
panies but  an  additional  four  companies  did  indicate  that  they  did  very  little 
in  this  area. 

In  conclusion  some  further  background  may  be  obtained  from  the  vendor 
comments  on  publicity  included  in  Exhibit  VI-26. 

Exhibit  VI-27  describes  a novel  approach  to  the  launch  of  a new  product.  A 
traditional  press  conference  was  used  but  it  was  backed  by  a cooperative 
seminar  campaign  organised  with  another  organisation  that  addressed  the 
same  target  market  with  a complementary  product. 
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EXHIBIT  VI-25 


PUBLICITY  ACTIVITIES  USED  BY  VENDORS 


ACTIVITY 

NUMBER  OF 
MENTIONS 

Writing  Articles  for 
Publication  (including 
User  Stories) 

11 

Press  Conferences 

3 

Sponsorship  of  Sporting 
Activity 

2 

Providing  Speakers  for 
Conferences 

2 

Chambers  of  Commerce 

1 

TV /Radio  Interviews 

1 

Briefing  Individual 
Journalists 

1 

Press  Release  Information 

1 

Press  Lunches 

1 

Special  Events  (e.g..  Golf 
Tournaments)  for  Important 
Clients 

1 
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EXHIBIT  VI-26 


VENDOR  COMMENTS  ON  PUBLICITY 


• Last  year  we  achieved  128  pages  of  editorial  coverage  at  $1,500 
per  page.  That's  worth  nearly  $200,000  of  advertising  money. 

• Rather  than  having  press  conferences  we  prefer  to  invite  in 
individual  journalists. 

• We  are  now  placing  more  emphasis  on  public  relations  and  are 
using  an  agency. 

• Presently  we  do  virtually  nothing  in  the  PR  area;  we  need  to 
move  on  this. 


• We  encourage  our  staff  to  write  articles  - if  the  article  gets 
published  they  get  a bonus. 

• We  did  have  a publicity  department  and  also  used  an  external 
agency;  we  stopped  this  activity  as  an  economy  measure. 

• We  have  had  a very  good  response  from  prospects  to  our  press 
articles. 

• We  have  aimed  to  brief  the  press  on  our  product  strategy  and 
objectives  to  get  these  clearly  across  to  the  market.  This  has 
succeeded. 
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EXHIBIT  VI-27 


NEW  PRODUCT  LAUNCH  PRESS  CONFERENCE  AND 
COOPERATIVE  SEMINAR 


• One  of  the  key  challenges  in  today's  confusing  market  environment  is  to 
clearly  establish  the  product  in  the  minds  of  potential  customers.  What 
this  amounts  to  is  clear  product  positioning  and  communicating  this  to  the 
market.  An  information  services  company  (name  withheld)  specialising  in 
the  financial  sector  faced  this  particular  problem  when  Is  was  planning 
the  launch  of  a new  product.  This  new  software  product,  based  on  VAX 
systems,  represented  a very  considerable  software  development  for 

the  company. 

• How  were  they  to  effectively  communicate  this  message  to  the  specialised 
financial  market  sector? 

• The  approach  taken  was  to  organise  a communications  strategy  with  two 
major  elements.  The  first  element  consisted  of  press  conferences  in 
London  and  New  York  that  were  timed  to  coincide  with  a major  trade 

show  of  particular  interest  to  the  company's  selected  vertical  target  market. 

• The  second  element  of  the  communications  strategy  was  to  seek  out 
another  organisation  that  was  also  targeting  this  particular  vertical  market 
but  which  offered  a complementary  service  rather  than  acted  as  a direct 
competitor.  Such  an  organisation  was  identified  and  approached  with  a 
view  towards  mounting  a joint  seminar  for  the  purposes  of  promoting 
products. 

• The  advantages  of  adopting  this  cooperative  approach  were  two-fold.  The 
approach  allowed  for  a sharing  of  the  direct  costs  involved  but  the 
principal  advantage  concerned  the  much  wider  audience  that  could  be 
reached  through  a joint  approach. 

• Sharing  provided  access  to  both  participants'  mailing  lists  for  invitations 
to  the  seminar  and  the  joint  approach  increased  the  attractiveness  of 
attending  on  the  part  of  prospective  customers.  Some  1,500  invitations  were 
issued  and  more  than  400  people  attended  the  seminar. 
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EXHIBIT  VI-27  (Cont.) 


NEW  PRODUCT  LAUNCH  PRESS  CONFERENCE  AND 
COOPERATIVE  SEMINAR 


• This  marketing  initiative  served  the  company  well  in  re-establishing 
its  competitive  position  with  an  exciting  new  product. 


• This  communication  effort  was  locked  up  by  a press  conference, 
which  resulted  in  major  articles  in  the  Financial  Times  and  other 
prestigious  journals. 

• The  sales  of  the  product  have  been  most  encouraging  since  its 
launch,  resulting  in  orders  running  at  something  in  excess  of 
twice  the  rate  for  the  previous  product. 
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VII  INFORMATION  SERVICES  MARKETING 

MANAGEMENT 


VII  INFORMATION  SERVICES  MARKETING  MANAGEMENT 


• This  chapter  analyses  the  marketing  management  systems  that  are  used  in  the 
information  services  companies  surveyed.  Three  main  areas  are  looked  at: 

Marketing  organisation:  The  Marketing  department's  structure  and  the 
role  of  personnel  in  marketing. 

Planning  and  control:  The  degree  to  which  management  systems  are 
used  for  marketing  activity. 

Marketing  intelligence:  The  approaches  taken  to  gathering  market 

data  and  performing  competitive  analysis. 


A.  MARKETING  ORGANISATION 


• The  organisational  structures  of  the  surveyed  companies  were  examined,  with 
particular  attention  being  paid  to  their  sales  and  marketing  functions.  It  was 
possible  to  classify  companies  into  five  distinct  types. 

• Exhibit  VII- 1 illustrates  these  five  types  of  organisations,  designated  for 
convenience  A,  B,  C,  D,  and  E.  Exhibit  VII-2  shows  the  percentages  of 
companies  having  the  different  organisational  types. 
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EXHIBIT  VII-1 


CLASSIFICATION  OF  SALES  AND  MARKETING  ORGANISATIONS 


Type  A: 


Chief  Executive 


Marketing 

Department 


Sales 

Organisation 


1 

Operational  / 
Production 
Division 

Other  Functions 
e.g..  Finance, 
Personnel 


Type  B: 


Chief  Executive 


Marketing 

Department 


1 

a- 

1 

1 

Operational/ 

Production 

Division 

■ 

1 

Sales 


Other  Functions 
e.g..  Finance, 
Personnel 


Type  C: 

Chief  Executive 


Croup 

Marketing 

Department 


i" 

I 

Operational/ 

Production 

Division 


Sales  Marketing 


Other  Functions 
e.g..  Finance, 
Personnel 
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EXHIBIT  Vll-1  (Cont.) 


CLASSIFICATION  OF  SALES  AND  MARKETING  ORGANISATIONS 


T ype  D : 


Chief  Executive 


— 

1 

i 

1 1 

Operational  / 
Production 

1 

1 

Division 

Sales  Marketing 

Other  Functions 
e.g. , Finance, 
Personnel 


Type  E: 


Chief  Executive 


r-  — 1 
1 

1 

Operational  / 
Production 
Division 

Other  Functions 
e.g..  Finance, 
Personnel 


Sales 
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EXHIBIT  VII-2 


ANALYSIS  OF  ORGANISATION  TYPES 


ORGANISATION 


TYPE  A: 


TYPE  B: 


TYPE  C: 


TYPE  D: 


TYPE  E: 


0 20 

All  Vendors 

Annual  Revenue  < $30  Million 
Annual  Revenue  >$30  Million 


40  60 

Percentage  of  Companies 


__L 

80 
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Type  A shows  marketing  and  sales  as  separate  and  functions  within  the  organi- 
sation. 

In  Type  B marketing  and  sales  are  separated,  but  sales  as  a function  reports  to 
the  responsible  operational/production  division.  Marketing  remains  a group 
function. 

The  Type  C group  represents  a further  variation  - marketing  was  split 
between  the  operational/production  division  and  a centralised  group  function. 

Group  marketing  departments  tended  to  be  responsible  for  such  areas 
as  planning  and  overall  product  strategy,  public  relations,  and  adver- 
tising. 

The  marketing  activity  in  the  operational/production  divisions  of  the 
company  was  quite  separate  from  the  sales  function  and  tended  to 
exercise  a product-marketing  support  role.  Group  marketing  was 
concerned  with  longer  term  issues,  the  divisional  marketing  groups  with 
shorter  term. 

Type  D companies  were  organised  along  lines  similar  to  those  of  Type  C 
companies,  except  that  there  was  no  group  marketing  function.  Each  opera- 
tional unit  was  entirely  responsible  for  all  marketing  activities  that  it  engaged 
in. 

The  fifth  and  last  group  that  was  identified  as  a distinctive  type.  Type  E,  had 
no  dedicated  marketing  personnel  in  the  organisation  at  all.  Sales  were  a 
function  of  the  operational  group  and  marketing  activities  were  shared 
responsibilities  conducted  in  one  case  by  committees. 

Exhibit  VII-2  shows  that  Type  A organisations  were  the  most  common  struc- 
tures amongst  the  smaller,  under-$30-mi  I lion-turnover  companies,  whilst  Type 
C organisations  were  most  common  amongst  the  larger  companies. 
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It  would  be  wrong  to  attempt  to  draw  too  many  conclusions  about  the  nature 
of  the  marketing  function  in  these  companies  from  their  organisation  struc- 
tures alone.  The  adoption  of  a marketing  approach  is  also  largely  determined 
by  the  attitudes,  knowledge,  and  experience  of  the  senior  management,  and 
this  cannot  be  determined  from  an  organisation  chart. 

It  is  interesting,  though,  to  compare  this  profile  of  marketing  organisations 
against  the  normal  progression  of  marketing  organisation  evolution  that  can 
be  observed  in  industry  in  general.  This  progression  is  shown  in  Exhibit  VII-3. 

Against  this  standard.  Types  A and  B clearly  fall  Into  the  third  stage. 
Type  E clearly  falls  into  Stage  I. 

In  the  case  of  the  organisations  categorised  as  Types  C or  D,  it  is 
difficult  to  distinguish  between  Stages  2 and  3.  Certainly  no  organisa- 
tion was  found  that  had  the  characteristics  of  Stage  4. 

INPUT  concludes  that  information  services  companies  still  have  some 
way  to  go  before  their  organisations  reflect  the  wholehearted  adoption 
of  a full  marketing  approach. 

A further  level  of  analysis  that  was  applied  to  the  studied  organisations  was  to 
look  at  the  different  types  of  descriptions  used  for  marketing  positions. 

Exhibit  VII-4  shows  the  percentage  of  companies  that  had  an  organisational 
position  fitting  the  listed  description. 

Of  particular  interest  is  the  fact  that  only  40%  of  these  information  services 
companies  used  product  managers.  Again,  this  is  evidence  that  Information 
services  companies  still  have  some  way  to  go  in  adopting  modern  marketing 
approaches. 
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EXHIBIT  VII-3 


STAGES  OF  MARKETING  ORGANISATION  EVOLUTION 


Stage  1 Sales  department  with  no  separate  marketing  function. 
Marketing  activities  are  dealt  with  on  an  ad-hoc 
basis. 


Stage  2 Sales  department  with  ancillary  marketing  functions. 
Marketing  recognized  as  a necessary  activity; 
resources  are  committed  but  subordinate  to  sales 
management . 

Stage  3 Separate  discrete  marketing  department.  Marketing 
has  now  gained  sufficient  importance  to  warrant  a 
separate  department  but  it  is  not  the  overiding  influence. 

Stage  4 Sales  reports  to  marketing;  marketing  is  recongnized 
as  a key  function  in  the  entire  enterprise. 
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EXHIBIT  Vll-4 


INCIDENCE  OF  MARKETING  FUNCTIONS  BY 
POSITION  DESCRIPTION 


Marketing  Director/ 
Manager 


Sales  and  Marketing 
Manager 


Marketing  and  Develop- 
ment Manager 


Product  Manager 

Marketing  Services 
Manager 

Publicity  PR  Manager 


Strategic  Planning 
Manager 


Percent  of  Companies 
(Multiple  Choices  Allowed) 
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B.  PLANNING  AND  CONTROL 


• Planning  and  control  represent  the  leading  edge  of  marketing.  For  marketing 
to  be  effective,  plans  must  be  specified  and  their  implementation  must  be 
carried  through. 

• Without  targets  and  the  means  of  assessing  achievements,  an  information 
services  company  will  not  be  able  to  measure  marketing's  effectiveness  in 
achieving  increased  sales  and  profits. 

• When  Information  services  companies  in  the  survey  were  questioned  about 
their  marketing  planning  activities,  it  was  found  that  less  than  one  quarter  of 
them  had  any  kind  of  formal  or  systematic  approach.  This  is  reflected  In 
Exhibit  VII-5. 

• Over  60%  considered  marketing  planning  a completely  informal  activity,  and 
an  additional  15%  were  in  the  position  of  developing  a more  forma!  approach. 

• Of  those  companies  that  used  formal  marketing  planning  processes,  20% 
adopted  a top-down  approach,  and  80%  adopted  the  cruder-goals-down, 
plans-up  approach.  Clearly  there  is  room  for  more  sophisticated  approaches 
to  marketing  planning. 

• However,  all  companies  conducted  formal  financial  reviews  that  contained 
reviews  of  sales  figures. 

• Further  insight  into  this  area  was  obtained  by  looking  at  the  frequency  at 
which  the  company's  achievements  were  reviewed  formally,  as  shown  in 
Exhibit  Vll-6. 

• Three  areas  of  the  company's  performance  were  looked  at;  sales,  marketing 
costs,  and  the  company's  own  assessment  of  its  position  in  the  market. 
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EXHIBIT  VII-5 


THE  MARKETING  PLANNING  PROCESS 


Marketing 

Planning 

Process 

- Informal 

- Introducing 
Formal  Flow 

- Formal 


USE  TOP-DOWN  USE  COALS-DOWN,  PLANS- 
APPROACH  UP  APPROACH 

I I I I 
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FREQUENCY  OF  FORMAL  REVIEW  FOR  SALES  AND  MARKETING  FUNCTIONS 
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(Frequency) 


• Whereas  68%  of  all  the  companies  reviewed  their  sales  figures  at  least 
monthly,  nearly  50%  never  attempted  in  a formal  way  to  assess  their  mar- 
keting costs  at  all  in  a formal  review. 

• Exhibit  VII-6  supports  the  view  that  marketing  control  is  basically  a weak  area 
in  information  service  companies.  Management  should  be  extremely  wary  of 
adopting  planning  processes  or  of  putting  effort  into  formulating  coherent 
strategies  for  the  marketplace  if  they  do  not  follow  them  through  with  effec- 
tive control  systems. 

• Performance  must  be  measured  against  expectations  and  plans.  Early  warning 
of  potential  problems  is  signalled;  this  allows  corrective  action  to  be  taken. 

• At  worst,  management  benefits  from  the  learning  curve;  marketing  pro- 
grammes can,  if  necessary,  be  changed  radically  In  the  search  for  the  specific 
marketing  mix  that  works  best  for  the  organisation. 

• Exhibits  VII-7  and  VII-8  show  comments  made  by  Information  services  vendors 
on  marketing  planning  control.  These  comments  provide  further  insight  into 
prevailing  management  attitudes  towards  these  topics. 

C.  MARKETING  INTELLIGENCE 


• The  key  link  between  management  and  its  market  is  the  marketing  intelli- 
gence system.  It  is  the  means  by  which  management  can  listen  to  the  changes 
in  product  needs  and  customer  wants  that  are  continuously  happening  in  the 
marketplace. 

• As  has  already  been  observed  in  Chapter  III,  marketing  intelligence  in  a small 
company  is  usually  informal;  and  the  smaller  the  company,  the  more  effective 
It  is  likely  to  be. 
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EXHIBIT  VII-7 


VENDOR  COMMENTS  ON  MARKETING  PLANNING 


• Our  planning  process  is  informal,  but  our  five-year  financial  plan 
does  contain  references  to  marketing  planning. 

• Planning  in  a marketing  sense  is  rudimentary,  but  it  is  beginning  to 
happen  on  new  products. 

• Yes,  we  do  marketing  planning  but  it  has  only  just  been  instituted. 


• A full  business  plan  is  prepared  for  each  product  and  takes 
many  factors  into  account. 

• Each  product  has  a plan  and  each  business  group  has  a plan  that 
builds  up  to  the  corporate  plan. 

• Currently  product  plans  are  being  produced  and  this  is  building  up 
to  our  first-ever  marketing  plan. 

• Our  two  new  products  will  have  a specific  marketing  plan  with  which 
to  launch  them. 

• In  some  areas  we  are  progressing  into  formal  marketing  planning 
processes. 


- 193  - 

© 1984  by  INPUT.  Reproduction  Prohibited. 


INPUT 

MMKE 


EXHIBIT  VII-8 


VENDOR  COMMENTS  ON  MARKETING  CONTROL 


• We  are  very  aware  that  we  should  review  our  competitive  position 

and  market  share,  but  we  have  not  yet  cracked  them.  Control  requires 
more  data  and  information  than  is  currently  available. 

• Our  market  share  is  too  small  to  make  reviewing  it  worthwhile. 

• We  have  monthly  sales  management  and  marketing  meetings,  but  a 
full  marketing  review  is  seen  as  an  outstanding  need  - it  needs  to 
be  defined  and  worked  on. 

• The  monthly  divisional  management  cycle  (six  weeks  to  two  months) 
reviews  sales  performance  against  quota.  Other  marketing  measures 
are  looked  at  nationally  but  not  actively. 

• We  do  a monthly  report  against  target  for  sales;  everything  else  is 
monitored  on  an  exception  basis  but  not  formally. 


• Our  reviews  are  a financial  accounting  audit  rather  than  a marketing 
one. 

• Informal  reviews  are  frequent,  but  reviews  do  not  take  place  very 
often  on  an  informal  basis. 

• We  do  have  to  do  an  environmental  and  competitive  analysis  review, 
as  well  as  one  on  markets  and  products. 
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• The  larger  a company  grows,  the  greater  is  its  tendency  to  get  out  of  step 
with  its  market  - that  is,  unless  some  kind  of  formal  marketing  intelligence 
system  is  instituted. 

• The  marketing  services  companies  studied  were  generally  weak  in  this  area, 
the  majority  (67%)  operating  only  on  an  informal  basis  in  this  vital  area  of 
marketing  activity,  as  shown  in  Exhibit  VII-9.  Even  in  the  group  with  sales 
revenues  greater  than  $30  million  per  annum,  only  half  the  companies  were 
operating  formal  marketing  intelligence  activities. 

• There  was  evidence  among  the  smaller  group  of  companies  (sales  revenues  less 
than  $30  million  per  annum)  of  a move  towards  more  formalisation  in  this 
area. 

• Specific  actions  such  as  collecting  competitive  data  and  setting  up  a competi- 
tive database  on  a microcomputer  are  being  planned  by  one  smaller  service 
company. 

• In  implementing  a marketing  intelligence  activity,  three  important  areas 
should  be  consideredj 

Desk  research. 

Market  research. 

The  internal  accounting  system. 

• Each  one  of  these  is  potentially  very  Important  in  contributing  to  the  overall 
intelligence  picture  for  an  information  services  vendor.  Exhibit  VII-IO  pro- 
vides a summary  of  the  major  marketing  intelligence  activities. 
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EXHIBIT  VII-9 


ANALYSIS  OF  APPROACH  TO  MARKETING  INTELLIGENCE  ACTIVITY 


All  Companies 


Companies  with  Annual 
Revenues  <$30  Million 


Companies  with  Annual 
Revenues  >$30  Million 
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EXHIBIT  VIl-10 


LIST  OF  MARKETING  INTELLIGENCE  ACTIVITIES 


APPROACHES 

• Desk  Research 

• Market  Research 

• Internal  Accounting  System 


Field  Data 


SOURCES 


Published  Data 


Sales  Force  (Win  and  Loss) 

Company  Employees 

New  Personnel 

Professional  Meetings 

Trade  Associations 

Market  Research  Organisations 

etc. 


Articles  in  Trade  Magazines 
and  Newspapers 

Industry  Yearbooks 

Catalogues 

Annual  Reports  (Financial) 
Advertisements 
Published  Surveys 
etc. 


ACTIONS 


• Collection  of  Data 

• Classification 

• Synthesis 

• Communication 
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• Three  of  the  most  important  areas  are  specific  competitive  analysis  activity, 
the  gathering  of  competitive  data  from  salespeople,  and  the  use  of  market 
research  reports. 

• Exhibit  VII- 1 1 shows  the  level  of  activity  in  the  companies  surveyed  across 
these  three  areas.  As  was  seen  in  Exhibit  VII-9,  marketing  intelligence 
activity  is  not  an  area  tackled  in  a formal  disciplined  way. 

• Typically,  work  in  this  area  tends  to  be  done  on  an  ad-hoc  basis.  Many 
companies  do  not  consider  it  necessary  to  review  this  area  alongside  the  sales 
performance,  revenues,  and  other  important  business  measures  on  a regular 
basis. 

• Nevertheless,  as  can  be  seen  from  Exhibit  VII- 1 1 and  the  vendor  comments 
listed  in  Exhibit  VII- 12,  there  is  a significant  minority  of  information  services 
organisations  developing  a strong  activity  in  this  area. 

• Marketing  intelligence  is  a key  area  and,  for  the  majority  of  organisations,  is 
still  a hidden  dimension.  Its  exploitation  can  be  an  important  factor  in  the 
search  for  increased  sales  and  profits. 
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EXHIBIT  VM-11 


MEASURES  OF  MARKETING  INTELLIGENCE  ACTIVITY 


Competitive 
Analysis  Function 


Systems  for  Collec- 
tion of  Competitive 
Market  Data  from 
Salespeople 


Market  Research 


Specific  Function/Strong  Activity 
Some  Level  of  Activity 
No  Activity  in  This  Area 
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EXHIBIT  VII-12 


VENDOR  COMMENTS  ON  MARKETING  INTELLIGENCE  ACTIVITIES 


• Our  marketing  intelligence  activity  is  informal,  but  effective. 


• This  has  been  a very  informal  process  in  the  company  but  Is  now 
getting  formalised.  There  is  a general  responsibility  amongst  the 
staff  to  collect  competitive  information,  and  we  analyze  it  on  an 
annual  basis. 

• Marketing  intelligence  Is  a significant  process  now;  we  have  got  rid 
of  the  "not  invented  here"  syndrome  and  put  reviews  of  our  com- 
petitors on  a more  formal  basis. 

• When  we  have  selected  the  right  piece  of  software  we  will  be  pur- 
chasing a microcomputer  to  develop  a competitive  knowledge  data 
base. 

• We  have  conducted  a joint  market  research  study  with  a competitor 
aimed  at  finding  out  what  users  thought  of  our  two  products. 

• The  sales  force  records  information  on  partly  computerized  files  that 
are  used  by  marketing. 

• We  have  to  report  to  senior  management  monthly  on  marketing 
intelligence. 

• Our  internal  accounting  system  is  inadequate  for  the  purposes  of 
providing  information  upon  which  to  make  marketing  decisions. 
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MARKETING:  THE  KEY  OPPORTUNITY 


The  theme  of  this  report  is  that  marketing  represents  a key  opportunity  for 
information  services  vendors.  It  is  a key  opportunity  because  it  implies  a 
management  methodology  that: 

Assists  successful  adjustment  to  today's  rapidly  changing  market 
conditions. 

Leads  to  increased  sales  and  profits. 

The  principal  conclusions  that  arise  from  this  study  programme,  and  the 
resulting  recommendations  that  INPUT  proposes  to  information  services 
vendors  are  summarised  in  sections  A and  B of  this  chapter. 

Management  planning  and  control  are  of  paramount  importance  to  the 
successful  exploitation  of  marketing  as  a key  opportunity.  Some  outline 
guidance  on  the  implementation  of  a marketing  audit  is  included  as  section  C 
of  this  chapter. 


CONCLUSIONS 


There  is  a growing  awareness  amongst  information  services  vendors  of  the 
value  of  marketing  methods  and  marketing  systems. 
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• The  turbulent  market  and  technological  environment  that  exists  for  the 
information  industry  is  forcing  information  services  vendors  to  turn  increas- 
ingly towards  marketing  methods. 

• However,  the  opportunity  to  adapt  marketing  methods  and  techniques  is  being 
taken  up  aggressively  by  only  some  vendors. 

• There  are  still  many  half-hearted  attitudes  towards  marketing,  and  marketing 
often  lacks  top  management  commitment. 

• Evidence  of  a lack  of  commitment  to  marketing  includes: 

Low  marketing  budgets. 

Little  interest  in  advertising. 

Ineffective  direct  mail  operations. 

Minimal  product  planning. 

Sales  emphasised  over  profit. 

Products  emphasised  over  markets. 

• There  is  no  question  that  the  trend  is  towards  more  emphasis  on  marketing;  it 
should  be  borne  in  mind  that  it  is  easier  to  join  trends  than  to  oppose  them. 

• Some  specific  conclusions  that  can  be  drawn  from  this  study  include  the 
following: 

Many  information  services  companies  do  not  apply  rigourous  ap- 
proaches to  the  analysis  of  new  market  and  product  opportunities. 
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Product-dominated  rather  than  market-dominated  management 
thinking  is  the  rule. 

Little  evidence  was  found  of  product  acquisition  strategies  to  fill 
product  gaps  amongst  the  companies  interviewed. 

The  information  services  industry  is  dominated  by  in-house  develop- 
ment of  new  products. 

Market  place  fragmentation  is  placing  increasing  emphasis  on  market 
segmentation  techniques  and  the  consequent  need  for  market  targeting. 

Customer  service  is  not  being  emphasised  as  much  as  it  could  be, 
possibly  because  of  shortages  of  trained  staff. 

Pricing  methods  are  fundamentally  cost  oriented  rather  than  customer 
value  oriented. 

The  increasing  cost  of  direct  sales  forces  are  a concern  within  the 
industry. 

Considerable  Interest  is  being  focused  on  sales  promotions  activities, 
such  as  telemarketing,  as  possible  methods  of  containing  the  increased 
cost  of  sales. 

The  use  of  franchising  techniques  - i.e.,  using  third-party  agreements 
of  some  kind  - is  undeveloped. 

Marketing  management  and  control  systems  are  not  yet  recognised  as 
vital  elements  of  the  marketing  process. 

Marketing  intelligence  is  a neglected  area. 
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Overall  marketing  budgets  are  insufficient  to  meet  increased  needs  for 
marketing  programmes  and  initiatives. 


B.  RECOMMENDATIONS 

• The  principal  and  overall  recommendation  of  this  report  is  that  information 
services  organisations  fully  and  whole-heartedly  adopt  the  marketing  approach 
as  their  management  philosophy. 

• INPUT  believes  that  marketing  is  an  integrated,  not  a discrete  activity  for  an 
organisation.  It  is  not  a separate  activity  with  the  responsibility  lying  only 
within  a separate  marketing  department.  Marketing  thinking  should  permeate 
the  whole  organisation. 

• Emphasis  must  be  placed  on  the  use  of  marketing  ideas,  techniques,  and 
methods,  not  just  on  marketing  positions  and  marketing  budgets. 

• Product-  and  sales-dominated  attitudes  must  be  de-emphasised. 

• Fundamentally,  marketing  is  about  meeting  the  needs  of  customers  more 
effectively,  and  through  that,  achieving  increased  sales  and  profits. 

• Marketing  is  thus  about  achieving  results.  For  example,  just  increasing  adver- 
tising expenditure  is  not  necessarily  good  marketing,  but  increasing  expendi- 
tures with  a clear  objective  and  measuring  the  resulting  performance  is  good 
marketing. 

• Product-dominated  and  sales-dominated  attitudes  must  be  repressed.  Market- 
dominated  attitudes  are  encouraged. 
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Some  more  specific  recommendations  that  INPUT  puts  forward  for  considera- 
tion by  information  services  vendors  include  the  following: 

Vendors  should  adopt  a more  vigourous  assessment  of  new  opportunities 
through  emphasising  market  needs  over  product  requirements. 
Examine  the  market  needs.  For  example: 

. What  do  customers  really  want? 

. What  are  their  needs? 

. What  are  they  going  to  buy? 

They  should  adopt  of  a more  imaginative  approach  to  new  product 
development  that  will  speed  up  the  response  to  rapidly  changing  market 
demands: 

. Joint  product  development. 

. Product  acquisition. 

Vendors  should  place  greater  emphasis  on  market  segmentation  and 
market  targeting.  General-purpose  solutions  are  becoming  increasingly 
unacceptable.  Vendors  must  have  a clearly  defined  audience  for  their 
sales  message,  as  specialist  sectors  and  products  proliferate. 

Partnerships  should  be  sought  that  will  aid  vendors  to  be  more 
adaptive,  particularly  to  meet  the  needs  of  specialist  markets. 

Vendors  should  apply  vigourous  analysis  to  the  positioning  of  their 
products  in  the  market  in  respect  of  price,  quality,  customer  service 
and  other  relevant  product  characteristics. 
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Vendors  must  be  prepared  to  be  adaptive  to  market  signals  and  reposi- 
tion products  or  introduce  product  variants  to  maximise  sales  and 
profit  potentials. 

More  emphasis  should  be  placed  on  customer  service,  which  is  a con- 
siderable revenue  opportunity.  Importance/performance  tests  should 
be  conducted. 

More  attention  must  be  paid  towards  pricing  decisions.  Emphasis  must 
be  shifted  away  from  purely  cost-based  pricing  to  customer- 
value-based  pricing. 

More  management  resources  must  be  applied  to  the  marketing  com- 
munications activity  to  ensure  its  effectiveness.  Product  promotions 
and  advertising  are  becoming  increasingly  important,  and  management 
must  be  prepared  to: 

. Commit  adequate  resources  to  these  activities  in  terms  of 
personnel  and  budgets. 

. Monitor  results  carefully. 

. Act  on  the  results  and  build  in  improvements. 

Vendors  must  seek  to  develop  their  organisations  to  provide  an  effec- 
tive marketing  environment.  This  implies  effective  planning  and 
effective  control. 

Set  up  a marketing  intelligence  activity.  This  is  a much  overlooked 
area  and  is  an  essential  part  of  the  marketing  process.  It  provides  the 
essential  data  upon  which  marketing  decisions  should  be  made. 

Conduct  a marketing  audit.  See  section  C below. 
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c. 


iMPLEMENTING  A MARKETING  AUDIT 


• One  of  the  most  important  recommendations  that  INPUT  proposes  to  informa- 
tion services  companies  is  the  implementation  of  a marketing  audit. 

• A marketing  audit  is  the  examination  of  a company's  marketing  environment 
and  an  assessment  of  its  objectives,  strategies,  and  business  activities. 

• A marketing  audit  is  distinguished  from  the  normal  business  review  by  its: 

Comprehensiveness. 

Systematic  nature. 

Its  Independence. 

Its  regular  nature. 

• Exhibits  VIII- 1 to  VIII-6  provide  a schematic  format  or  checklist  for  a market 
audit.  These  can  be  used  by  information  services  vendors  as  a blueprint  for 
setting  up  this  procedure  within  their  own  organisations. 

• These  exhibits  reflect  the  structure  of  this  report  and  as  such  can  be  used  in 
conjunction  with  the  main  text  to  analyse  marketing  programmes  and  mar- 
keting effectiveness. 
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EXHIBIT  VIII-1 


INFORMATION  SERVICES  MARKETING  AUDIT 
THE  INFORMATION  SERVICES  MACRO-ENVIRONMENT 


• Technological  Background 

- What  new  developments  or  major  technological  changes  are 
taking  place? 

- Are  these  creating  new  opportunities  for  information  services 
products  or  leading  to  the  obsolescence  of  existing  ones? 

How  is  the  company  affected  by  these  changes?  What  is 
its  level  of  skill  and  knowledge? 

- Are  new  technology  developments  leading  to  product  substi- 
tution - e.g.,  PCs  for  Remote  Computing  Services? 

• Economic  Background 

Is  the  economy  expanding  or  undergoing  recession? 

- Is  inflation  an  important  factor? 

- What  is  the  economic  situation  for  any  particular  served 
industries? 

- What  effects  are  economic  trends  having  on  the  company  as 
a whole? 

• Social /Political  Background 

- Are  there  any  political  or  social  trends  that  are  affecting 
or  likely  to  affect  the  organisation? 

is  there  any  legislation  (e.g.,data  privacy  laws  or  telecommun- 
nication  deregulation)  that  could  affect  the  company's 
operations  in  any  way? 
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INFORMATION  SERVICES  MARKETING  AUDIT 
THE  INFORMATION  SERVICES  MARKET  ENVIRONMENT 


• Markets 

- What  trends  or  changes  are  apparent  within  served  markets? 

- What  is  the  market  size  and  growth? 

How  profitable  are  those  markets? 

- Are  there  any  other  market  constraints  or  opportunities  - e.g., 
geographical  distribution? 

How  are  the  markets  segmented?  Are  particular  markets 
ta  rgeted? 

• Customers 

- What  is  the  assessment  of  the  company  and  its  competitors  by 
customers  and  prospects?  Criteria  to  be  considered  would 
include: 

• commercial  reputation 

• product  quality 

• service 

• price 

• sales  force,  dealers 

How  do  customers  in  the  served  markets  make  buying  decisions? 

• Competitors 

- What  competition  is  present  in  the  market?  How  strong  are  they? 
What  is  known  about  their  strategies  and  tactics? 

Is  competition  likely  to  appear  from  outside  the  information 
services  industry (e. g.  , from  PTTs,  publishing  companies  etc.)? 

• Channels  of  Distribution 

- What  is  the  current  status  of  the  company's  buyer /seller 
relationships?  Could  they  be  improved? 

- What  other  types  of  distribution  channel  could  be  employed  (e.g., 
franchising  through  dealers  and  distributors,  mail  order  etc.)? 

(Continued) 
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EXHIBIT  VIII-2  (Cont.) 


INFORMATION  SERVICES  MARKETING  AUDIT 
THE  INFORMATION  SERVICES  MARKET  ENVIRONMENT 


• Product  Promotions 

Is  advertising  effective  and  what  is  done  to  measure  it?  What 
are  the  aims  of  advertising? 

- What  exhibitions  are  attended?  Are  they  effective?  How  could 
results  be  improved? 

- Are  direct  mail  and  telemarketing  methods  used?  How  effective 
are  they?  What  future  actions  are  to  be  taken? 

- Is  the  seminar  programme  achieving  results?  Could  they  be 
improved? 

- What  is  the  status  of  publicity  actions?  Can  additional 
initiatives  be  developed? 
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INFORMATION  SERVICES  MARKETING  AUDIT 
THE  MARKETING  ORGANISATION 


• Organisation  Structure 

is  the  marketing /sales  organisation  adequately  structured? 

Does  it  support  company  goals?  Is  it  effective? 

How  do  marketing  and  sales  staff  communicate?  Are  there 
any  difficulties?  Are  product  managers  used? 

- Are  resources  sufficient  to  meet  planned  goals? 

• Planning  and  Control 

- Do  marketing  and  sales  staff  have  clear  objectives  and  specific 
goals? 

- Are  forma!  marketing  plans  developed?  Are  the  procedures 
for  developing  them  adequate? 

- Are  performance  measurement  systems  adequate?  How 
frequently  are  they  carried  out? 

Are  sales  goals  realistic?  Are  marketing  costs  evaluated 
frequently? 

• Marketing  Intelligence  Systems 

- Are  adequate  systems  in  place  for  gathering  market  intelligence? 

- Does  the  internal  accounting  system  provide  accurate  and 
useful  data  for  marketing  and  sales  purposes? 

Is  market  research  being  used  to  provide  sound  informa- 
tion and  data  upon  which  to  base  marketing  decisions? 
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EXHIBIT  VIII-4 


INFORMATION  SERVICES  MARKETING  AUDIT 
MARKETING  OPPORTUNITY  ANALYSIS 


• Markets 

- What  procedures  exist  for  the  generation  of  new  market 
opportunities?  Are  they  adequate? 

How  are  existing  markets  studied?  Has  their  potential 
been  fully  exploited? 

• Products 

- Are  procedures  in  place  to  gather  new  product  ideas  from 
customers,  the  sales  force  etc.  ? 

- Should  partners  be  sought  as  possible  sources  of 
new  products? 

- Is  joint  development  of  new  products  with  customers  being 
fully  exploited? 

- is  in-house  development  of  products  adequate? 

• Segmentation  and  Targeting 

- What  current  approach  is  taken  to  the  segmentation  and 
targeting  of  markets? 

- Are  market  segments  assessed  against  the  criteria  of 
measurability,  accessibility,  substantiality  and  actionability. 

- Are  ail  product,  market  and  company  criteria  fully  evaluated 
in  this  process? 
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INFORMATION  SERVICES  MARKETING  AUDIT 
PRODUCT  MARKETING  ANALYSIS 


• Products 

Are  current  products  meeting  objectives?  Are  they  maximising 
their  product  potential? 

- Are  products  optimally  positioned  in  the  market  in  respect  of 
price,  quality  and  other  product  characteristics? 

- Are  product  variants  required? 

• Quality  and  Service 

- Can  product  quality  be  improved? 

- Have  customer  service  possibilities  been  enumerated? 

Have  importance/performance  analyses  been  conducted? 

Have  customer  services  been  fully  evaluated  as  revenue- 
generating aids? 

• Price 

- What  are  the  aims  and  objectives  of  pricing  policy?  Are 
these  valid? 

How  are  prices  set?  What  mechanisms  are  used? 

- What  are  the  pricing  techniques? 

- Can  customer  value  be  estimated  as  an  aid  to  the  establish- 
ment of  prices? 
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EXHIBIT  VIII-6 


INFORMATION  SERVICES  MARKETING  AUDIT 
PRODUCTIVITY  ASSESSMENT 


• Profitability 

- Are  profit  contributions  from  individual  products  known? 

- Are  profit  measures  available  for  different  markets,  sales 
methods  and  other  relevant  criteria? 

• Marketing  Productivity 

- Are  marketing  costs  strictly  controlled?  Are  they 
reasonable? 

- Can  cost /effectiveness  measures  be  applied  to  marketing 
expenditure? 

- Will  greater  sales  result  from  Increased  marketing 
expenditure?  Are  there  methods  for  measuring  this? 
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APPENDIX  A: 


DEFINITIONS 


• INFORMATION  SERVICES  - The  provision  of: 

Data  processing  functions  using  vendor  computers  (processing  services). 

The  provision  of  data  base  access  where  computers  perform  an  essen- 
tial role  in  the  processing  or  conveyance  of  data. 

Services  that  assist  users  to  perform  functions  on  their  own  computers 
(software  products  and/or  professional  services). 

A combination  of  hardware  and  software,  integrated  into  a total 
system  (integrated  systems). 


A.  REVENUE 


• All  revenue  and  user  expenditures  reported  are  available  (i.e.,  noncaptive) 
revenue,  as  defined  below. 

• NONCAPTIVE  INFORMATION  SERVICES  REVENUE  - Revenue  received  for 
information  services  provided  within  the  U.S.  from  users  who  are  ot  part  of 
the  same  parent  corporation  as  the  vendor. 
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• CAPTIVE  INFORMATION  SERVICES  REVENUE  - Revenue  received  from 
users  who  are  part  of  the  same  parent  corporation  as  the  vendors. 

• OTHER  REVENUE  - Revenue  derived  from  lines  of  business  other  than  those 
defined  above. 


B.  SERVICE  MODES 


• PROCESSING  SERVICES  - Remote  computing  services,  batch  services,  and 
processing  facilities  management. 

REMOTE  COMPUTING  SERVICES  (RCS)  - Provision  of  data  processing 
to  a user  by  means  of  terminals  at  the  user's  site(s)  connected  by  a data 
communications  network  to  the  vendor's  central  computer.  There  are 
four  submodes  of  RCS: 

. INTERACTIVE  (timesharing)  - Characterized  by  the  interaction 
of  the  user  with  the  system,  primarily  for  problem-solving 
timesharing  but  also  for  data  entry  and  transaction  processing: 
the  user  Is  on-line  to  the  program/files. 

. REMOTE  BATCH  - Where  the  user  hands  over  control  of  a job  to 
the  vendor's  computer,  which  schedules  job  execution  according 
to  priorities  and  resource  requirements. 

. DATA  BASE  - Characterized  by  the  retrieval  and  processing  of 
information  from  a vendor-provided  data  base.  The  data  base 
may  be  owned  by  the  vendor  or  a third  party. 

USER  SITE  HARDWARE  SERVICES  (USHS)  - These  offerings 
provided  by  RCS  vendors  place  programmable  hardware  on  the 
user's  site  (rather  than  in  the  EDP  center).  USHS  offers: 
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Access  to  a communications  network. 


Access  through  the  network  to  the  RCS  vendor's  larger 

computers. 

Significant  software  as  part  of  the  service. 

BATCH  SERVICES  - This  includes  data  processing  performed  at 
vendors'  sites  of  user  programs  and/or  data  that  are  physically  trans- 
ported (as  opposed  to  electronically  by  telecommunication  media)  to 
and/or  from  those  sites.  Data  entry  and  data  output  services,  such  as 
keypunching  and  computer  output  microfilm  processing,  are  also  in- 
cluded. Batch  services  Include  those  expenditures  by  users  who  take 
their  data  to  a vendor  site  that  has  a terminal  connected  to  a remote 
computer  for  the  actual  processing. 

PROCESSING  FACILITIES  MANAGEMENT  (PFM)  (also  referred  to  as 
"resource  management"  or  "systems  management")  - The  management 
of  all  or  a major  part  of  a user's  data  processing  functions  under  a long- 
term contract  (more  than  one  year).  This  would  include  both  remote 
computing  and  batch  services.  To  qualify  as  PFM,  the  contractor  must 
directly  plan,  control,  operate,  and  own  the  facility  provided  to  the 
user,  either  on-site,  through  communications  lines,  or  in  a mixed  mode. 

Processing  services  are  further  differentiated  as  follows: 

Cross-industry  services  are  the  processing  of  applications  that  are 
targeted  to  specific  user  departments  (e.g.,  finance,  personnel,  sales) 
but  cut  across  industry  lines.  Most  general  ledger,  accounts  receivable, 
payroll,  and  personnel  applications  fall  into  this  category.  Cross- 
industry data  base  services  where  the  vendor  supplies  the  data  base  and 
controls  access  to  it  (although  it  may  be  owned  by  a third  party)  are 
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included  in  this  category.  General-purpose  tools  such  as  financial 
planning  systems,  linear  regression  packages,  and  other  statistical 
routines  are  also  included.  However,  when  the  application,  took,  or 
data  base  is  designed  for  specific  industry  use,  then  the  service  is 
industry  specific. 

Industry-specific  services  provide  processing  for  particular  functions  or 
problems  unique  to  an  industry  or  industry  group.  The  software  is 
provided  by  the  vendor  either  as  a complete  package  or  as  an  applica- 
tions tool  that  the  user  employes  to  produce  a unique  solution.  Spe- 
cialty application  can  be  either  business  or  scientific  in  orientation. 
Industry-specific  data  base  services,  where  the  vendor  supplies  the  data 
base  and  controls  access  to  it  (although  it  may  be  owned  by  a third 
party),  are  also  included  under  this  category.  Examples  of  industry 
specialty  applications  are  seismic  data  processing,  numerically  con- 
trolled machine  tool  software  development,  and  demand  deposit  ac- 
counting. 

Utility  services  are  those  where  the  vendor  provides  access  to  a 
computer  and/or  communications  network  with  basic  software  that 
enables  users  to  develop  their  own  problem  solutions  or  processing 
systems.  These  basic  tools  include  terminal-handling  software,  sorts, 
language  compilers,  data  base  management  systems,  information 
retrieval  software,  scientific  library  routines,  and  other  systems  soft- 
ware. 

SOFTWARE  PRODUCTS  - This  category  includes  users'  purchases  of  applica- 
tions and  systems  packages  for  use  on  in-house  computer  systems.  Included 
are  lease  and  purchase  expenditures,  as  well  as  fees  for  work  performed  by 
the  vendor  to  implement  and  maintain  the  package  at  the  users'  sites.  Fees 
for  work  performed  by  organizations  other  than  the  package  vendor  are 
counted  in  professional  services.  There  are  several  subcategories  of  software 
products. 
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APPLICATIONS  PRODUCTS  - Software  that  performs  processing  to 
service  user  functions.  They  consist  ofj 

• CROSS-INDUSTRY  PRODUCTS  - Used  in  multiple  user  industry 
sectors.  Examples  are  payroll,  inventory  control,  and  financial 
planning. 

. INDUSTRY-SPECIFIC  PRODUCTS  - Used  in  a specific  industry 
sector  such  as  banking  and  finance,  transportation,  or  discrete 
manufacturing.  Examples  are  demand  deposit  accounting  and 
airline  scheduling. 

SYSTEMS  PRODUCTS  - Software  that  enables  the  computer/communi- 
cations system  to  perform  basic  functions.  They  consist  of: 

. SYSTEMS  CONTROL  PRODUCTS  - Function  during  applications 
program  execution  to  manage  the  computer  system  resource. 
Examples  include  operating  systems,  communication  monitors, 
emulators,  and  spoolers. 

DATA  CENTER  MANAGEMENT  PRODUCTS  - Used  by  opera- 
tions personnel  to  manage  the  computer  system  resources  and 
personnel  more  effectively.  Examples  include  performance 
measurement,  job  accounting,  computer  operations  scheduling, 
and  utilities. 

APPLICATION  DEVELOPMENT  PRODUCTS  - Used  to  prepare 
applications  for  execution  by  assisting  in  designing,  program- 
ming, testing,  and  related  functions.  Examples  include  lan- 
guages, sorts,  productivity  aids,  data  dictionaires,  data  base 
management  systems,  report  writers,  project  control  systems, 
and  retrieval  systems. 
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PROFESSIONAL  SERVICES  - Made  up  of  services  in  the  following  categories: 


EDUCATION  SERVICES  - EDP  products  and/or  services  - related  to 
corporations,  not  individuals. 

CONSULTING  SERVICES  - EDP  management  consulting  and  feasibility 
studies,  for  example. 

SOFTWARE  DEVELOPMENT  - Including  system  design,  contract  pro- 
gramming, and  body  shopping. 

PROFESSIONAL  SERVICES  FACILITIES  MANAGEMENT  (PSFM)  - The 
counterpart  to  processing  facilities  management,  except  that  In  this 
case  the  computers  are  owned  by  the  client,  not  the  vendor;  the  vendor 
provides  people  to  operate  and  manage  the  client  facility. 

INTEGRATED  SYSTEMS  (also  known  as  turnkey  systems)  - An  integration  of 
systems  and  applications  software  with  hardware,  packaged  as  a single 
entity.  The  value  added  by  the  vendor  is  primarily  in  the  software.  Most 
CAD/CAM  systems  and  many  small  business  systems  are  integrated  systems. 
This  does  not  include  specialized  hardware  systems  such  as  word  processors, 
cash  registers,  and  process  control  systems. 

Integrated  systems  revenue  in  this  report  is  divided  into  two  categories. 

INDUSTRY-SPECIFIC  systems,  i.e.,  systems  that  serve  a specific 
function  for  a given  industry  sector  such  as  seismic  processing  systems, 
automobile  dealer  parts  inventory,  CAD/CAM  systems,  discrete  manu- 
facturing control  systems,  etc. 

CROSS-INDUSTRY  systems,  i.e.,  systems  that  provide  a specific 
function  that  is  applicable  to  a wide  range  of  industry  sectors  such  as 
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financial  planning  systems,  payroll  systems,  personnel  management 
systems,  etc. 


Revenue  includes  hardware,  software,  and  support  functions. 
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APPENDIX  B 


: INTERVIEW  PROFILE 


APPENDIX  B: 


INTERVIEW  PROFILE 


• The  respondent  sample  covered  a wide  variety  of  information  services  organi- 
sations in  France,  the  United  Kingdom,  and  West  Germany  involved  in  RCS, 
software  and  the  professional  services  sectors. 

• Exhibit  B-l  shows  the  analysis  of  the  numbers  of  companies  interviewed  with 
significant  levels  of  business  activity  in  each  of  these  three  main  sectors. 

• Exhibit  B-2  further  analyses  the  respondents  by  the  grouping  of  sector  activity 
that  they  are  engaged  in, 

• Exhibit  B-3  provides  an  analysis  of  the  position  descriptions  of  the  respon- 
dents. 
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EXHIBIT  B-1 


ANALYSIS  OF  RESPONDENT  SAMPLE  BY 
SIGNIFICANT  BUSINESS  ACTIVITY 


PROFESSIONAL 

RCS  SOFTWARE  SERVICES  TOTALS 


France 


United 

Kingdom 


West 

Germany 


Totals 
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EXHIBIT  B-2 


ANALYSIS  OF  RESPONDENT  SAMPLE  BY 
GROUPING  OF  SEGTOR  AGTIVITY 


AREAS  OF 
SECTOR 

SIGNIFICANT 

ACTIVITY 

' 

FRANCE 

UNITED 

KINGDOM 

WEST 

GERMANY 

TOTAL 

RCS 

Software 

Professional 

Services 

X 

X 

X 

2 

4 

3 

9 

X 

X 

- 

2 

3 

- 

5 

X 

- 

X 

1 

1 

2 

4 

- 

X 

X 

- 

1 

- 

1 

X 

- 

- 

1 

2 

2 

5 

- 

X 

- 

- 

- 

1 

1 

- 

- 

X 

- 

3 

- 

3 

TOTALS 

6 

14 

8 

28 
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EXHIBIT  B-3 


ANALYSIS  OF  POSITION  DESCRIPTIONS  OF 
RESPONDENT  SAMPLE 


POSITION 

DESCRIPTION* 

FRANCE 

UNITED 

KINGDOM 

WEST 

GERMANY 

TOTAL 

Managing 

Director 

1 

2 

3 

6 

Divisional 

Manager 

- 

3 

1 

4 

Marketing 

Director 

3 

2 

2 

7 

Marketing/Sales 

Manager 

2 

6 

2 

10 

Marketing 
Consultant  Level 

- 

1 

- 

1 

Total 

6 

14 

8 

28 

* Or  Nearest  Equivalent 
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APPENDIX  C:  VENDOR  QUESTIONNAIRE 


iiiiiiiiiliMMiiA 


CONFIDENTIAL 


INPUT  QUESTIONNAIRE 

STUDY  TITLE:  MARKETING  METHODS  THAT  INCREASE 

Date 

Respondent  

Company  

Title  

Address 


Size  of  Company  (Turnover) No.  of  Employees 

Could  you  let  us  have  a copy  of  your  latest  annual  report? 


CATALOG  NO.  MMK3/E 
SALES 
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1.  (MARKETING  ORGANISATION) 


A.  i)  What  products  and  services  does  your  company  market? 


ii)  Which  of  these  products/ servi ces  are  you  specifically 
responsible  for?  (circle  above) 


B.  What  is  your  sales/marketing  organisation,  please  draw  a 
broad  outline  of  your  structure? 

(Draw  outline  organisation  chart  showing  reporting  structure 
- attempt  to  be  clear  on  broad  classification,  as  follows: 

0 Sales  Department  with  no  separate  marketing  functions. 

0 Marketing  Department  reports  to  Sales  function. 

0 Marketing  Department  does  not  report  through  Sales 
f u net i on . 

0 Sales  function  reports  to  Marketing  function. 

Also  please  give  details  of  personnel  titles  for  marketing 
staff  eg.  product  manager,  sales  promotion  manager,  market 
research  manager,  etc. 


ORGANISATION  CHART  (State  what  products/services  are  covered 

by  this  organisation) 


Total  number  of  market i ng  personnel? 
Total  number  of  sales  personnel? 
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What  is  the  approximate  annual  marketing  budget  this  year? 
(£,  F,  DM,  etc) 


Can  this  be  expressed  as  a % of  sales? 


i)  Has  your  marketing  budget  increased/decreased  over  last 
year? 


i i ) I f so,  by  what  %? 


i)  Do  you  anticipate  increased/decreased  marketing  budget 
for  next  year? 


i i ) If  so,  by  what  %? 


What  is  the  allocation  of  marketing  budget  across  separate 
marketing  activities  for  this  year,  and  do  you  foresee  any 
significant  changes  in  that  mix? 


% 

Anticipated  change 

Personnel 
Promot i ons 
Advert i sing 
Research 

TOTAL 

100% 
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2.  (MARKETING  PLANNING) 


A.  i)  Do  you  have  a formal  marketing  planning  process? 

ii)  How  would  you  characterise  planning  in  your  organisation? 
Top-down  planning  


Bottom-up  pi anni ng 


Goal s down-pl ans  up 


iii)  Are  plans  based  on  sales  volume  only 

or  do  they  consider  financial  measures 
(Give  examples  eg  contribution  margin,  rate 
of  return  etc. ) 


iv)  Are  profit  projections  made  on  an  individual  product 
basis? 

(Implies  marketing  expenditure  allocated  by  individual 
product  line.) 


v)  Are  common  formats  for  planning  employed  throughout 
the  company? 


vi )  Does  your  organisation  undertake  regular  (eg  quarterly, 
annually)  reviews  of: 

- Sales  performance  v quotas  

- Expenses  to  sales  ratios  (eg  sales  force  cost  to 

sales)  

- Market  share  analysis  and  competitive  review 


B.  Does  your  company  specifically  identify  target  markets  in 
any  of  the  following  ways?  (Market  segmentation) 

Horizontal  (undifferentiated)  

Vertical  

Niche  markets  

Geographic  

Company  size  (Revenue,  employees)  

Installed  computer  

Operating  system  used  
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Do  you  attempt  to  increase  sales  of  existing  products  by 
either: 

Repos i t i oni ng 

and/or 

Introduction  of  product  variants 


i)  Is  your  company  attempting  to  diversify  into  new 
markets? 


ii)  What  procedures  are  adapted  for  new  product  generation? 
(and  identification  of  potential  new  applications) 


eg  Customers 
Competitors 

Company  salesmen  and  dealers  

Top  Management  

Research  

i)  Is  'product  ageing'  something  you  have  to  consider 
seriously?  


ii)  If  so,  do  you  attempt  to  adopt  different  approaches  to 
marketing  products  dependent  on  their  age? 


iii)  What  are  the  main  characteristics  of  these  differences? 


How  do  you  approach  naming  and  identifying  products? 
(Branding)  
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3. 


(PRODUCT  PROMOTION) 


Can  you  give  some  indication  of  the  product  promotion 
activities  of  your  company  for  each  type  of  product  that  is 
marketed?  (The  following  is  a check  list  or  prompt) 


A.  Adverti si ng 

Corporate 
Product 
Cooperat i ve 
Medi  a 

Budget  setting 

- affordable 

- % of  sales 

- competitive  parity 

- objective  and  task 

Aim 

- awareness 

- comprehensi on 

- efficent  reminding 

- lead  generation 

- 1 egi tmi sat i on/ conf i dence 

- reassurance  to  customer 

B.  Sales  Promotion 

- exhibitions 

- seminars  (free  or  charged) 

- direct  mail 

- telemarketing  ( i nterna 1 /external  ) 

- sales  force  promotion 

(bonuses,  contests,  sales  rallies) 

- dealer/third  party  promotions 

C.  Public  Relations  - Publicity 

D.  Any  other  promotion  activity? 


RCS 

S/W 

SYSTEMS 

APPS 

PROF. 

SERV. 
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4.  (PRICING  POLICY) 


Can  you  give  some  indication  of  the  aims  of  your  pricing 
policies  and  the  kinds  of  techniques  which  you  employ  in 
implementing  them  for  your  product/ servi ces?  (The  following  list 
provides  a check  list  or  prompt) 


A.  Aim  of  Pricing  Policy  is: 

- market  penetration 

- market  skimming 

- early  cash  recovery 

- satisfying  an  objective 
(eg  achieving  ROR) 

- product  line  promotion 

- achieving  market  leadership 

B.  Price  Sett i ng : 

Cost  orientated  pricing 

- mark  up 

- target 

Demand  oriented  (price 
di scr imi nat i on) 

Competition  oriented 
(going  rate) 

Prediction  of  competitor 
response 

C.  Techniques 

Discounts,  allowances, 
free  goods 
Bidding 
Bundl i ng 

Pricing  of  services 
(eg  time  on  m/c  etc) 

Customer  value  analysis 
Price  differentiation 

D.  Any  other  pricing  activity? 


RCS 

sTw 

SYSTEMS 

APPS. 

Rrof. 

SERV. 
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5.  (PRODUCT  DISTRIBUTION) 


What  kinds  of  distribution  channels  are  used  for  marketing 
your  products  and  services?  (The  following  list  provides  a 
check  list  or  prompt . ) 

A.  Type  of  Channel  and  Number 

- Management  as  sales  force 

- Direct  sales  force 

- OEM 

- Third  Party 

- Agent 

- Distributor 

- Captive 

- Franchise 


B.  Other  Issues 

- Margins 

- Salesman  compensation 

commi ssi on/sal  ary 
i ncent i ves 
quotas 
mot i vat i on 


RCS 

s7w 

SYSTEMS 

APRS. 

PROF. 

SERV. 
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6.  (BUYER/SELLER  RELATIONSHIPS) 


Further  to  the  particular  distribution  channels  used  for 
your  products  and  services  let  us  examine  further  the  more 
detailed  aspects  of  buyer/seller  relationships?  (The  following 
list  provides  a checklist  or  prompt) 


A.  Structure  of  field  salesforce 

- Teams 

- Geographic 

- Market 

- Account  Management 

- Cost  V level  of  ser vi ce/ contact 

- Size  of  sal esf or ce 

productivity  approach 
workload  approach 

B.  Other  contacts  used  to  identify 

RCS 

s/y 

SYSTEMS 

APRS. 

PROF. 

SERV. 

decision  making  unit 

- Senior  management 

- User  meetings 

C.  Other  Issues 

- Product  Service 

- Technical  Development  work 

with  customers 

- Rec i proc i ty 

- Dealing  with  customers'  customers 

- Competing  with  customers 

with  OEM  suppliers 
with  'central  service' 
functions 

7.  (MARKETING  INTELLIGENCE) 

A.  Do  you  have  a specific  marketing  intelligence  system  or 
act i vi ty? 

- Competitive  analysis  function  

- Use  the  salesforce  

- Use  outside  resources  

- Use  of  market  research 

- Use  of  internal  accounting  system  

B.  Would  you  describe  this  as  a formal  or  informal  process? 
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8.  (A  SIGNIFICANT  MARKETING  INITIATIVE) 


(Significant  in  respect  of  time,  effort,  cost  or  success 
achieved) 

What  stands  out  as  the  most  significant  market i ng  initiative  or 
activity  that  your  organisation  has  undertaken  recently? 


A.  What  were  the  company's  intentions  when  undertaking  this 
action? 


B.  Were  company/program  strategy  and  objectives  explicitly 
stated? 


C.  What  was  the  plan  of  action  chosen? 


D.  Why  was  this  plan  of  action  chosen? 


E.  What  happened?  What  was  the  chronology  (dates  if  possible)? 
What  are  the  pertinent  facts  and  numbers? 


F.  Were  competitors'  responses  anticipated?  What  were  they? 


G.  Was  this  action  successful?  Why?  What  was  responsible  for  the 
success?  How  did  you  measure  the  success? 


H.  Why  is  this  an  example  of  effective  marketing? 


Would  you  be  happy  to  have  your  company  name  used  in  the 
report  against  this  particular  story? 

(If  you  wish,  we  can  disguise  your  company  and  the  situation) 
THANK  YOU  FOR  COMPLETING  THIS  QUESTIONNAIRE. 
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APPENDIX  D:  RELATED  INPUT  REPORTS  AND  MAPS/E 

I 984  PROGRAMME 


APPENDIX  D: 


RELATED  INPUT  REPORTS  AND  MAPS/E  1 984  PROGRAMME 


A.  RELATED  REPORTS 


• Effective  Corporate  Plonninq  in  the  Computer  Services  Industry,  December 
1980. 

• Improving  Sales  Productivity  in  the  Computer  Services  Industry,  November 
I960. 

• Information  Services  Pricing  Trends  and  Techniques,  Volume  I:  Processing 

Services  and  Integrated  Systems,  September  1 983. 

• Information  Services  Pricing  Trends  and  Techniques,  Volume  II:  Software 

Products  and  Professional  Services,  December  1983. 

• Marketing  Methods  That  Boost  Sales,  December  1 983. 

• Opportunities  in  Sales,  Marketing,  and  Distribution  Applications  for  Informa- 
tion Services  Vendors,  December  1 983. 

• Personal  Computer  Opportunities  for  Remote  Computing  Services  Vendors, 
November  1983. 

• Personal  Computer  Software  Market  Opportunities,  November  1 982. 
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Software  Maintenance  Planning,  August  1 982. 


U.S.  information  Services  Markets,  1983-1988!  Volume  I - Industry-Specific 
Markets,  December  1 983. 

U.S.  Information  Services  Markets,  1983-1988:  Volume  II  - Cross-Industry 

Markets,  December  1 983. 


B.  MAPS/E  1984  PROGRAMME 

• This  report  has  been  produced  as  the  first  part  of  INPUT'S  Market  Analysis 
and  Planning  Service  for  the  Information  Services  Industry  in  Western  Europe 
in  1984  (MAPS/E). 

• The  four  other  reports  in  this  series,  due  to  be  published  during  1984,  are; 

European  Information  Services  Industry  Analysis  and  Forecasts 
1984-1989. 

On-Line  Data  Base  Markets. 

Integrated  DBMS  - Application  Software  Strategies. 
Personal-Computer-to-Mainframe  Market  Opportunities. 
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